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WHY DOES A DOLLAR CROSS THE SEA? 


To get on the other side. To buy things for us to 
eat and wear and use. To come right back to buy 
from us tools and food and machinery and manu- 
factured products. To create jobs, to boost pro- 
duction and profits, to maintain our standard of 


living—the world’s highest. 


Because world business is so important to the 
United States, businessmen in this country dis- 
covered that events and developments throughout 
the whole world had a direct effect on their busi- 
ness affairs during 1947. And during 1948, they 
expect business conditions here to be even more 


sensitive to what happens abroad. 
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TWENTY-FOURTH STREET, 


Many alert businessmen have subscribed to World 
Report because they recognize that reliable in- 
formation from abroad is a basic part of sound 
business planning. They recognize World Report 
as the best source of the kind of usable informa- 


tion they need. 


Since you know this publication as a valuable one, 
why not introduce it to some of your business 


associates who have not yet seen a copy? 


Send us the names and addresses of as many of. 
your friends as you like. We will be happy to send 


a sample copy to each of them without charge. 


“Tt good business to watch world business” 


Ms Wes 


WASHINGTON 7, D.C. 
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World production of tobacco for the 
crop year ending next summer is ex- 
pected to reach 7,094,000,000 pounds, 
2 per cent above last year’s output and 
5 per cent higher than the August fore- 
cast. European production is getting 
back to prewar levels, with 650 million 
pounds anticipated for 1947-48. 
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Canadian food worth $145 million will 
be supplied to Great Britain during the 
first quarter of 1948. A financial agree- 
ment between the two governments 
allows Britain a credit of $45 million in 


the transaction. The rest must be paid 
in U.S. dollars. 


Seed potatoes for Austria are being 
bought by the United States Department 
of Agriculture. A total of 150,000 sacks 
is scheduled to be shipped in time for 
spring planting. 
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Production of olive oil in Greece is in- 
creasing so rapidly that export licenses 
no longer are required. It is expected that 
one third of this year’s output of 150,000 
tons will be sold to other countries. 
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Holland’s 1948 trade fair will be held 
at Utrecht from April 6 to 15. Buyers 


from 45 countries made purchases of 
Dutch goods at the last fair. 
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A furniture material with the same 
physical properties as plywood has been 
developed by an inventor in Cologne, 
Germany. The material is made by add- 
ing cement, under pressure at high tem- 
peratures, to sheets of peat. 


Visas are being abolished mutually by 
Britain and Italy, effective January 1. 
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An irrigation project costing more than 
$100 million is to be financed by the 
Government of India. Plans call for a 
dam on the Mahanadi River in Orissa 
Province, irrigation of one million acres, 
and development of the river as a navi- 
gable waterway. An industrial town is 
expected to be built near the dam. 


One million hides will be shipped from 
Argentina to France under an agreement 
just concluded between the two govern- 
ments. This transaction, plus the recent 








sale of 1,200,000 hides to the United 
States, has exhausted Argentina’s stocks. 
Future production through next Febru- 
ary is committed. 


Free medicine and drugs for every 
person in Australia will be provided by 
the Commonwealth Government. The 
program is to start soon and is expected 
to cost about $6% million a year. 


Prices for raw silk from Japan have 
been fixed for the year 1948 by occupa- 
tion authorities. The schedule for the 
various weights and grades, delivered to 
Japanese ports, ranges from $2.30 to 
$3.25 a pound. 


Displaced persons’ camps in Germany 
and Austria are providing 2,000 garment 
workers needed in Canada. The: U.S. 
Government has been asked to accept 
an additional 20,000 to work as skilled 
laborers in needle trades. 
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Italy’s handicraft industries are being 
expanded by means of a $4,625,000 loan 
from the U.S. Export-Import Bank. The 
credit was established for the purchase 
of materials and equipment in the 
United States. 
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Tractor manufacturers in Australia are 
to get subsidies totaling $2,300,000 to 
expand production under terms of new 
legislation approved by the Common- 
wealth Government. Bounties ranging 
from $104 to $240 per machine are to 
be paid until October 1950. 


oo °O 


A pipe line for natural gas from the oil 
fields of Alberta to several Canadian 
cities is under consideration. Total cost 
of the project, which would require 700 
miles of pipe, is estimated at $40 million. 
Principal cities to be served would be 
Winnipeg, Regina, Prince Albert and 
Saskatoon. 
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Bigger crops in the Near East will be 
the goal of six experts sent to that area 
by the United Nations Food and Agri- 
culture Organization. The experts, after 
studying soil conditions and other agri- 
cultural problems, will make recommen- 
dations at a conference of Near East 
governments to be held in Cairo early 
in February. 


Ferry traffic has been resumed between 
Gdynia, Poland, and Trilleborg, Sweden. 
Service has been suspended during a 
disagreement over methods of passport 
control. 


A U.S. office to promote Japanese- 
American trade is to be established in 
New York by order of General of the 
Army Douglas MacArthur. The agency 
will display Japanese merchandise and 
offer full sales service to buyers. 
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Mexico’s tourist trade has increased 
steadily since the end of the war. Tour- 
ists from other countries spent almost 
$80 million in Mexico in 1947, a new 
record. The 1946 figure was $73 million. 
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Tire and tube imports have been re- 
stricted by the Government of Cuba. 
Licenses now are required for the impor- 
tation of all sizes and types except those 
not manufactured in Cuba. 
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Incidence of malaria in the Philippines 
is double what it was before the war. 
More than three million cases, of which 
20,000 were fatal, were reported in 1947. 
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Gift shipments by air from the United 
States will be handled under simplified 
procedures adopted by the U. S. Govern- 
ment. The Office of International Trade 
has issued a general license for shipping 
by air express any gift package weighing 
not more than 22 pounds. And the Cen- 
sus Bureau is waiving completion of 10 
items on the Shipper’s Export Declara- 
tion for gift parcels valued under $100. 
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A barter agreement between the Neth- 
erlands and Argentina provides for the 
exchange of 30 Dutch ships for Argen- 
tine food and raw materials over the next 
five years. Holland will build six ships 
for Argentina each year. In return, Ar- 
gentina will supply grain, linseed prod- 
ucts, hides and wool. 
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Diesel engines are to be manufactured 
in China in a $4 million plant that is 
the biggest of UNRRA’s industrial proj- 
ects in the country. Machinery is being 
installed now, and full operation is ex- 
pected by next summer. The factory is 
at Mingchong, 20 miles above Shanghai 
on the Whangpoo River. 
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Memo from the Editors 


World Report 





Private ownership of Great Britain’s railroads ends with the New 
Year. But the Labor Government, in taking over the country’s rail 
system, is getting a lot more than a transportation business. National- 
ization of the transport network may turn out to be the biggest head- 
ache of the Socialist program to date. A London dispatch, on page 16, 
analyzes the. problems that are involved when a government decides 
to take over a private business. 


Trouble in Greece is in the offing, and it is certain to have a sharp 
impact on America’s policy abroad. World Report decided this week 
it was time to check up on the Truman Doctrine as it is working out in 
Greece. Has American aid started the economy moving again? Are the 
Communists stronger or weaker than when U. S. planners took over? 
Are Greeks working harder and eating better? What do they think of 
the helping hand from Washington? Turn to page 5 for the answers to 
questions that will grow in importance in the weeks ahead. 


A 1948 calendar of crises appears on page 7 this week. The 
accompanying report shows where trouble is likely to break out and 
when. It shows precisely how the political differences between Russia 
and the United States are to be tested all around the world. 

The New Year means a lot to business, too. Manufacturers are won- 
dering what political troubles will mean to their supplies of raw ma- 
terials. Sellers are uncertain about their markets. Will the demand for 
American goods decrease as political tensions increase abroad? Com- 
merce and Industry, on page 27, measures the business prospects for 
the coming year in terms of supply, demand and prices. 

Business as usual, incidentally, is in operation across the political 
chasm dividing Eastern and Western Europe. What is the meaning of 
the new agreement on trade arranged between Great Britain and 
Russia? How will trade between two worlds affect America’s plan 
for aiding Europe? A dispatch on page 10 analyzes the growing 
commerce between East and West and provides a look at the future. 


Russia’s submarines are causing concern among the admirals of 
Britain and the United States. The Soviet Union is industriously 
building up the most powerful submarine fleet the world has ever 
known. For the first time, the Russians have a navy that has to be 
reckoned with in appraisals of sea power. Our cover this week shows 
graphically how Russia’s submarine fleet is growing and the size it 
will attain in a few years. Inside, on page 22, a special report describes 
potentialities in submarine warfare undreamed of in World War II and 
discusses frankly America’s ability to defend itself against such power. 
The story of the man who must find a defense appears on page 26. 


The Editors of “World Report” 
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Here's a Handy Way to Subscribe! 


World Report, 
Circulation Dept., 431 Parker Ave., Dayton 1, Ohie 


Please enter my subscription to World Report for one year 
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FROM THE CAPITALS OF THE WORLD 
LONDON. ..PARIS...BERLIN... 


Issue of December 30, 1947 
Volume 3,.No. 27 


Recovery first, peace later. This is the program for 1948. 

It is the American reply to Russian stalling on peace terms in Europe. 

It is the weapon relied on to halt Russian expansion, Communist infiltra- 
tion, Soviet attempts to dominate Europe. Economic recovery, nursed along with 
U.S. billions, is the big stick relied on to make Joseph Stalin cry *Uncile !* 


Peace with Germany can wait. It can't be agreed on now, anyway. 

Peace with Austria, despite promises, will probably have to wait too. 
Soviet softening, unexpected willingness to talk, looks like a diversionary ma- 
neuver. It keeps hope alive, might make Allies take it easy in Western Germany. 

Peace for Korea is still farther away. Division is the program there. 

Peace with Japan is being put far back on the stove, almost out of sight. 

So American and British troops in Germany, Austria, Korea, Japan--and a few 
other places--won't be packing up just yet. Costs of occupation, instead of de- 
clining, will go sharply up. Peace, when it does come, will not come cheap. 


Point is, the United States is making a major shift in its strategy toward 
Russia. It is a shift of enormous significance. Its initial cost. is high. 

Change is taking place under the hand of George C. Marshall, military 
strategist, now completing his first year as U.S. Secretary of State. 

Firmness with patience, it turns out, is not enough. It’s too defensive. 

Strategy of the offensive is the idea now. It's natural to Marshali, 





Reasoning is this: Real peace is impossible as long as Moscow sees a good 
chance to make Communist hay in Western Europe. Moscow still sees such 4 chance. 
So the thing to do is to knock down that chance, make Communist prospects bleak. 

Thing not to do, Marshall has decided, is to spin out bootless talks with 
Russians, argue over promises, or count on trouble inside the Soviet Union. 

Economic recovery in Europe, Marshall argues, is the sound solution, good 
for Europe and the U.S., and the only way to make Molotov reasonable. 

In the process, America would acquire some strong, useful allies in Europe. 
Balance of power, in that event, would swing clearly over to the U.S. side. 

Added significance of Marshall's strategy is that it doesn’t wait for Krem- 
lin walls to collapse, for Stalin, Molotov & Co. to have a change of heart. 


Without American dollars, on a big scale, Marshall's strategy falls apart. 
Actually, it's hard to see how Western Europe can get very far in 1948 


without dollars to buy wheat, coal and machinery from the Western Hemisphere. 


(over) 
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WORLDGRAM-- (Continued) 


Even dollars, lots of them, can't guarantee recovery in Europe. Outcome 
still depends on Europeans. That's the calculated risk in the whole thing. 

That, too, is the basic point the U.S. Congress will debate as it tears 
‘into President Truman's request for $17 billion, the 44-year plan for Europe. 

Argument will veer off in all directions, maybe get messed up in partisan 
politics, yet keep coming back to two fundamental questions: Can dollars really 
save Europe? Is the risk of not trying greater than the risk of trying? These 
are the $17 billion questions. There are no answers in the back of the book. 





London, Paris, Rome expect the Truman-Marshall program to come through. 
Biggest fear is that strings attached by Congress will foul things up. 

One string, much feared, is congressional desire to collect some repayment 
in strategic materials. Europe counts on these as dollar earners. 

Another string, equally feared, is congressional restriction to prevent 
European re-export of U.S. materials, in some form, in competition with U.S. 

Congress, not Truman, will have the final say on strings. 








If dollars can buy recovery, Germany will be the place to watch. 

Eastern third, of course, is excluded. Russia controls that. Just to make 
the control tighter, the remaining political opposition has now been silenced. 

Western two thirds is where the dollars are to be injected, in large doses. 

But first there has to be some negotiating and some housecleaning. 

A deal with the French has yet to be completed. It has only begun. 

Deal with the British, making one zone where two were before, is agreed to 
on paper, has yet to be spelled out in practice. This takes time and patience. 
Then, once the three Allies have agreed among themselves to run all of 
Western Germany as an economic unit, the Germans themselves are to be called in. 

Problem is to give Germans more economic incentive to produce, more control 
over their own economy, and the beginnings of government, all under control of 
the Allies. Trick is to do this without making split in Germany permanent. 

















At the same time, there is some housecleaning to do in Western Germany. 
Food distribution has to be straightened out, cleared of waste and fraud. 
Black markets have to be dried up, if economy is to function. 
' Qld leanings toward cartels, toward Nazi ideas, are still to be corrected. 
Economic recovery is easier to foresee in Western Germany than political 
transformation. Even so, it is to be a long pull, up hill all the way. 











e Qutlook, as 1948 starts, is for a year of uncertainties, struggles, cau- 
tious hope, crucial decisions. There is more promise of excitement than of calm. 
Fighting is almost sure to go on in Greece, Palestine and China. 
Struggle between Russia and America will overshadow everything else. 
Americans will begin to understand what it means to be the No. 1 power. 





—— 


FOR YOUR _CONVENIENCE--This survey is completed on succeeding pages in- 
asmuch as "Worldgram" cannot possibly include all the important develop- 
ments. To assist the busy reader, a series of brief paragraphs is 
printed in large type at the head of each Dispatch. 
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DECISIVE HOUR NEARS FOR U.S. IN GREECE 


Reported from ATHENS and WASHINGTON 


The United States is being 
forced to decide whether to 
get deeper into Greece's af- 
fairs or get out entirely. 

Decision will come soon 
when Congress is asked for 
more money to add to the 
$300 million already com- 
mitted. 

The situation in Greece, 
meanwhile, is getting worse. 

oa a 


@ A turn for the worse in Greece in- 
dicates that much more money and 
time will be needed to start that 
country’s recovery than the U. S. Gov- 
ernment counted on last spring. 

Inflation has taken a new spurt. 

Military situation is worse than it was 
a year ago. 

Reconstruction is slowed as men and 
money are diverted to expanding the 
Greek Army. 

@ Result, in the opinion of some U.S. 
Congressmen, is that America is getting 
in deeper and deeper, with less and less 
chance of an early solution. 

@ A new decision thus is to face the 
United States before spring. The choice 
will be between pouring much more aid 
into Greece or withdrawing from the 
program that began six months ago. 

@ Case for getting out of Greece is to be 
heard more and more in the U.S. Con- 
gress. It runs along these lines: 

Civil war is turning out to be a long 
and costly proposition. The end is not in 
sight. Military situation is getting worse, 
not better. 

Communists have felt sufficiently 
strengthened in recent weeks to revive 
the idea of a “Free Greek Government” in 
Northern Greece. That would be the 
signal for increased military intervention 
by the Communist governments of 
Greece’s northern neighbors. Civil war 
could then become international war, 
with the United States directly involved. 


A costly deadlock has set in for the 
winter. Meanwhile, guerrillas are build- 
ing up supplies, strengthening their posi- 
tions. The “autumn offensive” advertised 
by the Greek Army has not come off. 

World Report correspondent John W. 
Mowinckel, who recently visited the 
fighting areas in Greece, reports: 

“It can safely be said that the situation 
is a stalemate between the Government 
and the rebels. More than that, it is get- 
ting worse. It may well result in bringing 
the U.S. face to face with the choice of 
either bringing in troops or pulling out.” 

Suspicion is growing among Ameri- 
cans and British in Athens that the Greek 
Government is dragging its feet in the 
antiguerrilla campaign, hoping to prolong 
and increase American aid. With the 
rebels cleaned out, U.S. help would be 
reduced substantially. 

Some observers on the spot regard the 
situation as hopeless. 

World War II experience has shown 
that it is nearly impossible to wipe out re- 
sistance in rough terrain if the guerrillas 
get supplies and equipment from outside. 
The Greek rebels obtain sufficient arms 
and ammunition from Yugoslavia, Al- 
bania and Bulgaria. 





GREECE IS HIS HEADACHE 
Griswold’s program has barely begun 


Greece’s northern borders are wide 
open to the guerrillas but closed to the 
Government forces. Thus, the guerrillas 
always have a way of escaping. 

Until the northern frontier can be 
sealed off, there is little hope for ending 
the civil war. And there is almost no 
hope of closing the 600-mile frontier. 
The Greek Army is kept busy in other 
parts of the country. 

A Balkan commission of the U. N. Gen- 
eral Assembly will try to keep a watch at 
a few points along the Greek side of the 
border. But the commission cannot inter- 
vene. It can only observe and report vio- 
lations of international law. 

Weakness of the Government forces is 
that they are widely scattered, pinned 
down on the defensive. The Government 
now is to set up a kind of National Guard 
to give local protection against guerrilla 
raids. Aim is to release more Army troops 
for more aggressive fighting. 

But the problem still must be solved 
of instructing the British-trained Army ct 
Greece in guerrilla warfare. Ninety U. S. 
Army officers have been sent to “advise” 
Greek commanders in mountain fighting. 

Political quarrels within the Greek 
Government hamper action. Friction be- 
tween~ rival politicians threatens to 
paralyze the Government by creating a 
new crisis in the Cabinet. The U.S. Em- 
bassy in Athens recently warned the rival 
Populists and Liberals to stop feuding 
and start pulling together or else expect 
a cut in American aid. 

@ Cost of holding Greece’s head above 
water is going up sharply. 

A horde of refugees from the war areas 
is crowding into the cities. More than 
300,000 have abandoned their farms and 
villages. The number may soon increase 
to 500,000. 

Giving these people food and shelter 
is a heavy burden on the poverty-stricken 
Government. There is little chance that 
the burden will be eased until the war 
in the mountains is ended and the peas- 
ants feel that it is safe to go home again. 
That might be months or even years. 

Food imports into Greece will have to 
be increased substantially if starvation is 
to be avoided. Last summer's drought has 
cut the wheat harvest by one third. Many 
crops will not be harvested because the 
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farmers have been driven off their land 
by guerrilla bands. 

Destruction of bridges, power plants 
and other property by the guerrillas 
probably is outpacing reconstruction go- 
ing on with the help of U.S. funds and 
technicians. 

Greek exports are less than expected. 
Much of the money earned in internation- 
al trade is sent into safekeeping outside 
the country. That means it can’t be used 
to pay for urgently needed imports. 

Most of the income from the nation’s 
most profitable industry—shipping—does 
not benefit the country. Many of the im- 
portant Greek shipowners operate out of 
New York or London. Profits they make 
seldom enter Greece's trade channels. 
@ Case for holding the line in Greece 
is expected to be made strongly by the 
U.S. departments of State and National 
Defense. 

More time will be asked to do the job. 
It will be pointed out that the U.S. aid 
program, administered by Dwight P. 
Griswold, has barely begun to hit its 
stride. Although the program was auth- 
orized last spring, it has been in full-scale 
operation only about three months. 

The Greek Government only recently 
has begun to adopt important adminis- 
trative reforms at the urging of the Amer- 
ican Mission for Aid to Greece. Effects 
will not be evident for many months. 

More money will be asked to finance 
the increased costs of reconstruction, re- 
lief and military supplies. Communist 
victory in Greece, the argument runs, 
would have these effects: 

Italy and Turkey would be flanked by 
Communist-dominated territory. Danger 
to both would be greatly increased. 

World confidence in the United Na- 
tions would be shaken. American prestige 
would be affected. 

America’s strategic position in the Mid- 

dle East, where the U.S. has heavy in- 
terests in oil, would be threatened. 
@ A flurry of conferences among top of- 
ficials concerned with the program of 
Greek aid indicates that Americar officials 
feel that time is growing short. 

Major Gen. William G. Livesay, chair- 
man of the U. S. Army-Navy-Air staff that 
advises the Greek Government on military 
affairs, has returned to Washington for 
consultation. 

Eugene Herbert Clay, economic advis- 
er to the American Mission, recently hur- 
ried back to Washington to discuss the 
urgent refugee problem and the economic 
situation. 

The Greek Government has sent Soph- 
ocles Venizelos, a former Prime Minister, 
on a confidential mission to the U.S. De- 
partment of State. 

Upshot of all the conferences will be a 
request to Congress for more money for 
Greek aid. Decision on the issue will 
answer a basic question of U.S. policy in 
1948: Is the maintenance of a bridge- 
head in Greece worth what it will cost? 
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BOOSTING THE COST OF AID IN GREECE 
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~Black Star 


REFUGEES, driven from homes, are nonproductive consumers 
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—World Report 


DESTRUCTION, carried out by guerrillas, calls for unending repairs 
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WORLD OUTLOOK, 1948: GROWING TENSION 


Reported from LONDON, BERLIN, PARIS, ROME and WASHINGTON 


Europe, Palestine and Ko- 
rea will be the big trouble 
spots of the world in 1948. 

Major tests in the “cold 
war’ between Russia and 
America are about to begin. 
They will last all year. 

The next 12 months may 
decide the winner. 


@ The split between Western democ- 
racy and Eastern totalitarianism is to 
color every major event of the third 
postwar year. 

Ballots will carry the issue to voters 
in several countries of Europe and in 
at least one country in the Far East. 

Bullets will be called into the conflict 
in Greece and China. and possibly else- 
where. 

Dollars will be drafted for the contest 
as an American recovery program gets 
under way in Europe and China, chal- 
lenged by a Molotov Plan to draw the 
trade of Eastern Europe toward Moscow. 

Peace settlements for Germany and 
Japan will be affected, perhaps further 
delayed, by basic disagreements between 
Russia and the United States. 

The United Nations will suffer from 

the world’s tendency to split into two 
political camps. This may delay settle- 
ments in Palestine and other troubled 
areas. 
@ Month by month, here are the crises 
that are now foreshadowed in informa- 
tion gathered by World Report's cor- 
respondents in the major capitals: 

January may see a decision on the im- 
mediate future of Germany. 

Negotiations are to be started soon to 
bring the French zone of Germany into 
the economic, partnership that already 
links the American and British zones. 
This step results from the failure of the 
Council of Foreign Ministers in London 
to agree on terms for uniting all four 
zones of Germany. 

A severe reaction from Russia is ex- 
pected if the merger is accomplished, 
even though the door will be left open 
for eventual adhesion of the Russian 


zone. Creation of a “Trizonia” in Western 
Germany will, in effect, split the country 
in two. But the Western powers consider 
the step necessary to raise production in 
Germany and to ease the burden ot 
occupation expenses. 

President Truman presents his budget 
for the coming fiscal year to the regular 
session of Congress in January. Main 
items of international concern will be 
funds for aid to Europe and Asia and for 
military defense of the United States. 
Congress, anxious to reduce taxes in an 
election year, is expected to dispute the 
President's proposals. 

February promises a financial crisis for 
Britain. Some time during the month 
the British will use up the last of the dol- 
lars borrowed last year from the United 
States. They are now spending the last 
$300 million of the original loan of 
$3,750,000,000. When it is all gone, the 
British will have to dip into their reserves 
of gold and securities to pay for imports, 
unless new American aid reaches them 
in time. 

March will be a decisive month in the 
East-West struggle. 

On March 31, the emergency aid pro- 
gram just approved by the American 
Congress expires. It must be replaced by 
then with a long-range recovery program 
if Western Europe is not to run out of the 
means to pay for food imports and other 
necessities. The fate of President Tru- 
man’s program for aiding 16 countries of 
Europe with $17 billion over a four-year 
period will be fixed during the month. 

Italians will vote March 7 in a crucial 
election. The basic issue will be between 
communism and the non-Communist par- 
ties now in power. 

On the other side of the world, the 
same issues will be fought out at the 
polling booths in Korea. The United 
Nations is required to hold an election in 
Korea by March 31. Soviet Russia is re- 
fusing to let the United Nations into its 
occupation zone north of the 38th 
parallel. In the electoral struggle, Korea 
may be permanently split at the demarca- 
tion line. 

April, the first month of spring, will 
present Britain with a fateful decision and 
may see a flare-up of fighting in Greece. 

Britain's Labor Government will sub- 
mit its budget estimates to Parliament in 
April. Before the budget is made up, the 
British Cabinet will have to decide how 


many troops the country can afford to 
keep overseas. Britain’s influence in the 
Middle East, in Germany and other key 
areas may depend on the budget figures 
for troop expenditures. 

In Greece, the warmer weather is like- 
ly to enable the guerrillas and the Gov- 
ernment to launch military offensives. 
Both sides seek a decision. The United 
States is committed to support the Gov- 
ernment. As a matter of fact, American 
officers are to go to the front with the 
Greek troops and to advise them on 
tactics. 

May will be a critical time in the Mid- 
dle East as well as in Europe. 

Britain is due te surrender its mandate 
for Palestine on May 15, turning the 
country over to a United Nations com- 
mission that lacks any military forces. 
Arab resistance to partitioning of the 
country into Jewish and Arab states is 
likely to erupt at that time. The United 
States and Russia may be called on for 
troops to enforce policies of the United 
Nations. 

Late in May, Czechoslovakia holds a 
national election. The results will show 
whether the Communist-led Government 
has been able to stamp out all vestiges 
of Western influence in the country. 
France may have to elect a new Govern- 
ment in May if the present regime of 
Premier Robert Schuman falls. The strug- 
gle between Gen. Charles de Gaulle and 
the French Communists then would come 
into the open. 

June holds a test for the so-called 
“Truman Doctrine” in Greece. 

Congressional authority to spend $300 
million for aid to Greece expires June 30. 
Most of the money is being spent for 
military purposes, leaving very little for 
economic recovery of Greece. If Congress 
fails to extend the program beyond June, 
Greek Communists will be greatly en- 
couraged. 

Also at the end of June, President Tru- 
man will seek renewal of authority to 
negotiate reciprocal trade agreements. 
High-tariff groups in Congress will op- 
pose him. The Administration regards 
this authority as a keystone of American 
efforts to revive world trade. 

July brings another electoral test in 
Europe, this one in Finland. 

A general election in Finland will show 
what success the middle-of-the-road Gov- 
ernment has had in keeping local Com- 
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munists at bay, despite the burdens of 
the peace settlement with Russia. 

August contains two deadlines for co- 
lonial areas of the world. 

The people of the Netherlands are 
likely to vote during the month on a new 
constitution granting independence _ to 
Indonesia. On August 15, the last of Brit- 
ain’s troops are scheduled to leave Pal- 
estine, paving the way for division of the 
country later in the year. 

September will tell the story of the 
world’s food supply for the next vear. 


Harvests gathered in the ‘Northern 
Hemisphere, principally in the United 


_ States, Canada and Europe, will be the 


major factor in determining the world’s 
diet for the following 12 months. If crops 
are disappointing, belts will have to be 
tightened in Europe, and America will 
have to dig deeper for relief supplies to 
send abroad. 

During September, the United Nations 
General Assembly meets in Europe. The 
debates will reflect the extent of the split 
between two political worlds. 


ay YEAR OF DECISION: 
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JANUARY 


Unification begins in 
Western Germany 


President sets US. 
budgets for world aid 


and defense 


JULY 
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test nation’s middle-of- 
the-road policy 
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AUGUST 


Netherlands due to vote 
Plain latelolal-tilelammaacictelelan 


Britain leaves Palestine 
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By September 15, Britain, France, Rus- 
sia.and the United States are committed 
to settle the future of Italy’s African 
colonies. Russia's ambitions for a base 
in Tripolitania and Arab demands for 
independence of Libya will complicate 
the issue. The. dissension among the 
great powers may work to Italy’s benefit. 
Rome hopes to get the colonies back. 

October is the final deadline for parti- 
tion of Palestine. 

Separate Arab and Jewish states are 
to emerge under U.N. protection on 





Decision due on Marshall 
Plan as emergency aid to 
Europe expires 


Deadline set at March 3] 
for elections in Korea 
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SEPTEMBER 
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meets in Europe 
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October 1. Prospects are that the Holy 
Land will be the scene of Arab-Jewish 
warfare by that date. This may prevent 
fulfillment of the U.N. plan. 

World labor will have a showdown in 
October when the World Federation of 
Trade Unions meets in Brussels. Non- 
Communist unions plan a determined 
effort to throw out the organization’s 
Communist leaders. 

November will see the world’s attention 
fastened on the United States, where a 
new President and Congress will be 
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Spring offensive expected 
in Greek border war 
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temporary agreements 
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Unions meets 


Independence for Arab 
and Jewish Palestine 


chosen November 2. America’s future 
course in world policy will be involved, 
even if the two major parties agree on 
world issues. 

December, marking the start of another 
winter, will show whether Europe is 
progressing toward recovery or is turning 
toward total economic collapse. 

Presumably, by this time America’s 
long-range aid to Europe will have been 
in effect for nine months. Elections will 
have tested the Communists’ ability to 
nullify the aid program. Crops will be 
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MAY 


U.N. enters Palestine 
atradtelalmiaM Gea-tdaleliich'ze] ate 


French elections expected 


NOVEMBER 


Presidential elections in 
the United States 





stored against the advancing winter. Coal 
mines and steel mills will have had their 
chance to recover from present slack pro- 
duction. The month will measure whether 
Americanaid will have been able to start 
Europe toward full recovery. 

@ The big question of the year—war or 
peace between the United States and 
Russia—may still be unanswered by Janu- 
ary 1949. But the 12 months of 1948 will 
show whether the trend is toward a wider 
split between their two systems or toward 
an eventual agreement. 
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JUNE 


U.S. aid to Greece expires 


U.S. Congress decides 
future of reciprocal trade 
agreements 


DECEMBER 


Start of Europe’s crucial 
winter, tipping scales 
for recovery or collapse 
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INCREASE IN EUROPE’S EAST-WEST TRADE 


Reported from LONDON and WASHINGTON 


Trade between Eastern and 
Western Europe is mounting 
despite widening of the po- 
litical split. 

Goods worth $1,400,000,- 
000 a year are being ex- 
changed under 71 bilateral 
agreements signed since the 
war. 

The Marshall Plan assumes 
the total will go up sharply 
by 1951. 


o.0o (9 


@ A London-Moscow agreement to 
exchange British machinery for Soviet 
grain is being concluded successfully 
just when political relations between 
Russia and the West are sinking to 
their lowest ebb. 

Political differences, highlighted by 
failure of the Council of Foreign Minis- 
ters, pointedly are being disregarded. 

Economic gains for both sides are prov- 
ing too advantageous to be rejected for 
politica] reasons. This also applies to the 
71 other trade agreements already con- 
cluded between Eastern and Western 
countries in Europe. 

Trade between countries on opposite 
sides of the Iron Curtain is larger this 
year than last. Crop failures, lags in 
recovery and increased commitments in 
the East may slow the rise in 1948 for 
some countries. But Eastern countries 
need machinery from the West. Western 
countries need food and raw materials 
from the East. 

As a result, major increases in East- 
West trade within the next four years 
are predicted in the revised Marshall 
Plan that was submitted to Congress by 
President Truman. The Plan assumes 
that this trade expansion will reduce 
Western Europe’s dependence on Ameri- 
can aid. 

@ British-Soviet trade this year has been 
60 per cent higher than last. Now it is 
to rise further. The new trade agreement 
may more than quadruple British imports 
from Russia in 1948, lifting them to more 
than half the prewar volume. 
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Britain is to get feedstuffs for her live- 
stock and dairy industry to help boost 
output of meat, milk, bacon, poultry and 
eggs. Russia in 1948 will provide more 
than 500,000 tons of coarse grains and 
perhaps as much as 750,000 tons. This 
is more fodder than Britain imported 
from all countries in 1946-47. It should 
meet between 30 and 45 per cent of its 
increased import needs in 1947-48. 

World Report's associate editor in Lon- 
don, Charles H. Kline, cables that the 
deal will save Britain scarce dollars in 
hard-currency markets. As much as $160 
million may be conserved. Other Soviet 
commodities involved in the pact have 
not been made public yet. More than 
40 items were under discussion origi- 
nally, including canned fish, cotton, furs, 
flax and metals. The fodder price is be- 
lieved to be near the Chicago price of 
about $100 a ton. 

Russia is to get essential machinery and 
equipment for its lumber, petroleum and 
electrical industries. Timber-cutting ma- 
chinery, narrow-gauge rails, oil pipe, 
electrical generators and similar items 
are to be shipped by Britain. 

Delivery schedules, which delayed ne- 
gotiations last summer, have been agreed 
upon. Order books are full in Britain’s 
engineering industry. But the Govern- 
ment will encourage manufacturers to 
speed up contract negotiations and pro- 
duction. Priorities for materials may be 
granted. But no American goods will be 
re-exported to Russia. 

@ Political issues, though avoided in the 
trade negotiations, are not overlooked in 
Britain. The British are acutely aware 
of sentiment in the U.S. Congress for 
severing trade with Russia, Kline reports. 

British Conservatives ask whether the 
deal is worthwhile if it antagonizes U. S. 
congressmen. Conservatives point out that 
the Marshall Plan, which has yet to be 
voted, is to bring Britain $2,200,000,000 
in U.S. aid next year. They argue, too, 
that capital goods can be sold for dollars 
in hard-currency areas. Shipment of these 
items to Russia to save dollars on imports 
may result in no net saving at all. 

Many Laborites, however, approve the 
Soviet pact because it lessens somewhat 
British dependence on the United States. 
It is argued, further, that Russia will 
accept “tie-in” sales of nonscarce items 
in addition to machinery that could be 
sold in dollar areas. 


Economic realities also justify the deal 
in the view of Britain's Government. 
Grain is short the world over. Britain 
cannot count on obtaining added fodder 
from dollar areas if it passes up the 
Soviet supply. Furthermore, although 
dollar markets for Britain’s capital goods 
exist at present in Latin America, Britain 
cannot count on retaining all these mar- 
kets later on. 

Satisfaction of needs postponed by the 
war may cut demand abroad, Britons 
fear. Industrial revival in Germany and 
Western European nations may bring 
stiff competition for remaining markets, 
in which U.S. exporters also will share. 

Russia and her satellites, on the other 
hand, are considered natural trading 
partners for Britain and other industrial- 
ized countries of Western Europe. East- 
em European countries, as before the 
war, can provide expanding markets for 
Western machinery and manufacturers. 
In return, they can ship grain, timber, 
coal and other raw materials without 
draining hard-to-earn dollars from West- 
ern countries. 

The 16 nations participating in the 

Marshall Plan, as a result, have com- 
mitted themselves in their Paris report to 
boost trade with Eastern Europe. They 
hope that by 1951 the flow of grain from 
Eastern Europe can be restored to pre- 
war levels and that the flow of timber 
can be brought back to 75 per cent of 
prewar. 
q@ The U.S. Government is proceeding 
on the same assumption. President Tru- 
man’s message to Congress on the four- 
year program of aid says that grain from 
Eastern Europe will be of “decisive im- 
portance” in achieving Western Europe’s 
recovery and reducing dependence on 
America. 

The revised Marshall Plan assumes 
that Western European countries will get 
12 per cent of their grain imports, two 
thirds of their timber imports and three 
quarters of their coal imports from the 
Soviet sphere in 1951-52. This means 
three million tons of grain, $444 million 
worth of lumber and 30 million tons of 
coal from Poland. Grain is to come 
mainly from Russia, Hungary and Ro- — 
mania. Timber is to come from Russia, 
Finland, Romania, Yugoslavia and 
Czechoslovakia. 

Vigorous efforts to promote trade with 
the Soviet sphere already are being made 
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in the two occupied countries of West- 
ern Europe, where American influence is 
greatest. The combined British-American 
zone of Germany has negotiated trade 
agreements with all countries in the So- 
viet sphere except Romania and Albania. 
Austria is sending a fourth of its exports 
to Eastern Europe and obtaining a fifth 
of its imports there. The volume of this 
trade, however. still is small. 

q) East-West trade agreements cover a 
wide variety of goods. Under some of 
the 71 pacts now in operation: 

Western Germany is providing Czecho- 
slovakia wiih machines, spare parts, 
chemicals and railway transport in re- 
turn for seed, potatoes, ceramic clay and 
treight-car repairs. 

Yugoslavia is to get textile machinery, 
blast furnaces and other capital goods 
from Western Germany in return for 
hardwood, antimony, copper and pyrites. 

Hungary is to get German chemicals, 
dyestuffs and machine products in return 
for legumes, leather, veneers, glue and 
seeds. 

The Soviet zone of Germany is provid- 
ing the Anglo-American area with wheat, 


Diesel oil, pit props and raw materials 
in return for machinery and steel. 

Norway is trading fish, oils and pyrites 
for Soviet grain, coal and metals. 

Denmark is shipping butter and bacon 
in exchange for Russian fodder and 
Czechoslovakian machinery and bicycles. 

Sweden is sending fish, iron ore, ball 
bearings and chemicals to Czechoslovakia 
for drugs, shoes, textiles, chinaware and 
iron and steel. 

Czechoslovakia, which has signed 11 
agreements with Western countries, is 
getting tobacco and goat skins from 
Greece; flower bulbs, river craft, dried 
milk and machinery from Holland; rub- 
ber and wool from Britain’s Empire and 
wool combings from France. 

@ The over-all volume of trade between 
Eastern and Western Europe, though in- 
creasing, still is small. Estimates show 
that goods are being exchanged at a 
yearly rate of $1,400,000,000, which is 
about 30 per cent of the prewar volume. 
Britain's exports to Russia and other East- 
erm countries this year are little more than 
half the prewar volume, while Britain’s 
purchases are less than one sixth prewar. 
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Western countries at present are buy- 
ing less than 4 per cent of their total 
imports from Eastern Europe. Less than 
6 per cent of Western Europe's exports 
are being sold in Eastern Europe. In 
volume, this is only about one third of 
prewar sales. But it is as much as the 
countries of Western Europe have been 
able to sell to the United States in 1947. 

Even before the war, only 10 per cent 
of Western Europe's trade was carried 
on with countries now in the Soviet 
sphere. But these countries sold Western 
Europe as much goods as did the United 
States and bought twice as much. 

This East-West trade in Europe al- 
ways has been vital in certain key com- 
modities, such as grain, timber and fuel. 
as it has been in conserving dollars. 
Though small in over-all volume, it added 
an important increment to Western 
Europe's economic health. 

Prospects, therefore, are that Western 
European countries, with American ap- 
proval, will continue their efforts to re- 
store normal trade with the Soviet sphere, 
despite the aggravation of political dif- 
ferences. 
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LABOR’S SHIFT FROM REDS: 


BREAK IN FRANCE AND ITALY 


Reported from PARIS, and ROME 


Workers of Western Europe 
are deserting the Communist 
leaders of their unions. 

Trade unions are losing 
members at a surprising rate. 

Big federations of labor, 
through which Communists 


tried to wreck governments, | 


are falling apart. 
oo 9 


@ A scramble for the leadership of 
labor is beginning in both France and 
Italy. 

The prize is worth millions of votes 
and much power over the national 
economies of both countries. But it ap- 
pears likely that control will be di- 
vided between Communists and anti- 
Communists. 

Labor is losing much of its influence as 
a result of this split. Communists, out to 
wreck the Marshal! Plan for European 
recovery, forced the issue by calling 
strikes that most French and _ Italian 
workers refused to join. 

Much damage was done to the econo- 
mies of both countries through strikes. 
The workers, disgusted with. politics in 
their unions, are quitting the Commu- 
nists. Some are joining new organizations. 
Many are dropping all union activity. 

More damage to production in Europe 
is likely in the future owing to fights now 
raging between unions. 

@ Division in France between Commu- 
nists and anti-Communists has wrecked 
the big General Confederation of Labor. 
Communists, who controlled seven of the 
Confederation’s 13 directors, called strikes 
without consulting the workers. Only two 
million of the organization’s six million 
workers followed orders. Within three 
weeks, almost all strikers were back on 
the job. 

French labor gained nothing from the 
strikes. Much production was lost. Angry 
workers demanded an accounting from 
their leaders. William H. Lowe, staff cor- 
respondent of World Report, tells in a 
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Paris dispatch what is happening and 
what is likely to happen: 

“The Workers’ Force, a group of non- 
Communists in the Confederation, has 
resigned and is forming a rival organiza- 
tion. Léon Jouhaux, a Socialist and co- 
secretary of the old Confederation, has 
quit after an unsuccessful effort to patch 
up the split. Four other directors of the 
Confederation also resigned to join the 
Workers’ Force. 

“The break is not merely a quarrel be- 
tween union leaders. It is rising up from 
the ranks of French labor.” 

Lowe continues: 

“Coal miners in Northern France, for 
example, boosted coal production over 
prewar levels under the discipline of 
Communist leaders in their unions. But 
when they tried to go to work despite 
the strike order, Communist gangs tried 
to stop them by dynamiting their homes 
and beating them up. Now 40,000, coal 
miners have ousted Communist leaders 
and are active in the non-Communist 
Workers’ Force. 

“Program of the new organization is to 
include secret voting for all union ofh- 
cials and a vote before strikes are called. 
Communists kept control o' 2 old Con- 
federation by electing officia.. through a 
show of hands at small meetings. They 
called strikes without a vote. 

“Difficulties faced by the Workers’ 
Force include a lack of funds. Their head- 
quarters is a vacant store in Paris con- 
taining only one telephone and two type- 
writers. They have no official newspaper. 
But their membership already has reached 
one million and is growing swiftly at the 
expense of the Confederation. 

“Communists are left in control of the 
Confederation developed by French la- 
bor over the last 50 years. Membership 
of unions led by Communists may fall 
below three million. But the Communists 
still are in a position to do much damage 
to French production.” 

Extreme anti-Communists, including 
many followers of Gen. Charles de Gaulle, 
may not be welcomed within the Work- 
ers Force. The new organization is eager 
to avoid all politics. De Gaullist workers, 
some of whom were trained for industrial 
sabotage in Great Britain during the past 
war, now are forming secret units in an 


effort to prevent Communist sabotage in 
key industries. 

Effect on France of the division in 
labor is still uncertain. The Communists 
now have lost their power over a united 
labor movement. But veteran labor lead- 
ers in France fear that the country’s pro- 
duction may be wrecked by many small 
strikes as Communist and non-Communist 
unions fight each other in eaeh industry. 
@ A challenge in Italy to the Commu- 
nist control of the General Confederation 
of Italian Workers is growing out of the 
Government’s program to halt inflation. 

Falling prices are checking the de- 
mands of workers for higher pay. Despite 
the Government's recent concessions to 
labor, prices of food continue to fall. In 
addition, many Italians turned against 
Communist leaders of a food workers’ 
strike that led to a shortage of spaghetti 
just before Christmas. The strike ended 
in two days, but the Communists lost 
much prestige among workers. 

Non-Communist leaders of labor with- 
in the Confederation are cutting deep 
into the Communist following. Dispatches 
from Rome report that an alliance of 
moderates and_ right-wing Socialists, 
which last spring had only one million of 
the Confederation’s seven million mem- 
bers, may have doubled their following. 
In addition, many Italian workers have 
quit the unions altogether. 

@ The workers revolt against Commu- 
nist leadership of trade unions is gaining 
ground in both France and Italy. But 
the danger is that labor in both countries 
may be so divided that discipline on the 
job, vital to production, will break down. 
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VENEZUELA’S NEW REGIME: 


OUTLOOK FOR OIL FIRMS 





Reported from CARACAS, WASHINGTON and NEW YORK 


An administration a little 
left of center is about to take 
over in Venezuela. 

New oil companies may 
have to welcome the Govern- 
ment into their firms as a 
stockholder. 

But nationalization of oil 
properties is not planned. 
Taxes on oil, already high, 
are unlikely to go higher now. 
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Venezuela is to have a popularly 

elected President for the first time in 
history when Romulo Gallegos, leftist 
author and educator turned politician, 
takes office next month. 
@ Election of Gallegos marks a sharp 
break with tradition. Usually, Venezuela 
has been ruled by such dictators as Juan 
Vicente Gomez. Presidents often have 
seized office by force. Congress, rather 
than the people, has chosen such elected 
presidents as Venezuela has had. 

A new Constitution, drawn up last 
summer by a constituent assembly, estab- 
lished universal suffrage for Venezuelans 
over 18 years of age. Most citizens exer- 
cised this right at the first election under 
this Constitution, held December 14. 
Voting was orderly, and there were few 
charges of fraud. 

Gallegos, candidate of the Accidn 
Democratica Party, won easily over Ra- 
fael Caldera, nominee of the conservative 
Copei Party. The Communist candidate, 
Dr. Gustavo Machado, ran a poor third. 
Gallegos’ party won majorities in both 
houses of congress. 

Gallegos helped organize the Accidn 
Democratica Party in 1941, after he had 
sought the Presidency as an independent 
against Gen. Isaias Medina Angarita. 
After Medina was ousted by a coup in 
1945, Accién Democrdatica gained control 
of the Government. Rémulo Betancourt, 
party secretary, became President of the 
Government. And Gallegos, as party 


president, had a hand in framing policies. 

Like Betancourt, Gallegos is socialistic. 

Unlike Betancourt, he never has been 
a Communist. 
@ Oil policies are likely to be the largest 
factor in the success or failure of Galle- 
gos Administration. Venezuela is the 
world’s No. 2 producer of oil. Petroleum 
developments represent about half a bil- 
lion dollars in U.S., British and Dutch 
capital. And oil is giving Venezuela 
plenty of dollars at a time when most 
of the world is short of them. 

Nationalization of oil is advocated by 
Communists in Venezuela. But influen- 
tial Venezuelans, noting Mexico's troubles 
with the oil industry it seized, do not 
favor it. 

Heavy taxes and royalties are the 
Venezuelan method of getting the maxi- 
mum return from oil. The idea is to take 
a big cut out of the companies’ profits, 
but not big enough to force them out 
of business. Under this scheme, taxes and 
royalties now take about half the profits 
of the companies and account for about 
three fourths of the Government’s income. 

Upset in oil policies under Gallegos is 
unlikely. Income taxes are not to be 
raised enough to put Venezuelan oil at 
a price disadvantage with Middle East- 
ern production. 

Government sale of royalty oil to out- 
side purchasers rather than to the com- 
panies, a recently adopted policy, is 
likely to continue. 

If new companies are formed to ex- 
ploit Venezuela’s oil resources, the Gov- 
ernment may insist on getting part of the 
stock in order to have a hand in manage- 
ment. Ownership structure of existing 
companies probably will not be touched. 
@ Internal policies under Gallegos are 
to be mainly a continuation of those 
formulated by Accién Democrdtica and 
launched by Betancourt. 

Gallegos will stress the campaign to 
reduce the high rate of illiteracy by 
building more schools and by training 
and hiring more teachers. Programs of 
sanitation and housing will have his 
support. 

Economic emphasis of the new Ad- 
ministration will be on agricultural de- 
velopment. Agriculture in Venezuela 
went backward for years after oil was 





NEW FIRST FAMILY 
President Gallegos broke traditions 


discovered. Employment in the oil fields 
at relatively high wages lured men away 
from farms and ranches. Land that for- 
merly had been cultivated fell into dis- 
use. The number of cattle on the ranges 
declined. Venezuela became an im- 
porter of high-priced staples. 

Revival and modernization of agricul- 
ture, already started, will be carried for- 
ward by Gallegos. New areas will be 
opened for settlement. Irrigation and 
electrification projects and roads will be 
built. The Government will continue 
buying as much farm machinery as pos- 
sible in the United States and Canada. 
Breeding stock will be irnported from the 
United States, Brazil and Argentina. 

Biggest threat to the stability of Galle- 
gos’ Administration will be the plotting 
of former leaders in Venezuelan politics 
who have been living outside the coun- 
try since the 1945 revolution. Since 
most Venezuelans support Gallegos, how- 
ever, the prospect now is that he will 
serve out his term. 

As long as big production of oil pours 
dollars into the treasury, Gallegos will be 
able to go ahead with internal improve- 
ments. Thus, although the Government 
will continue to take a heavy cut from 
oil profits, it will leave enough for the 
firms to encourage continued operation. 
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CONTROLS ON COST OF EUROPEAN AID 





Reported from WASHINGTON and PARIS 


The United States is to keep 
close check on the money and 
materials it sends to Europe 
under the Marshall Plan. 

Countries that work hard- 
est will get most. Those that 
slack may not get any. 

No country in Europe will 
get all the American aid it 
wants for recovery. 
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Western Europe is to get sub- 
stantially less help from America than 
it asked. The terms are harder than 
expected. 

The Paris Conference last summer 
estimated the cost of European aid 
at $22 billion for four years. The U. S. 
Government now suggests $17 billion 
for four and a quarter years. Rising 
prices shrink the real value even more. 

Moreover, strings are attached now 
that the Paris Conference didn’t count on. 
@ Safeguards against waste of U.S. 
money and materials will be required be- 
fore a recovery program is voted. 

Self-help in the form of harder work, 
co-operative effort and financial reform 
will be made a condition of U.S. aid in 
written agreements. 

Compliance with these agreements will 
be watched closely by special American 
observers in each country. 

Violation of promises is to lead to les- 
sening or suspension of further aid. 

@ Limitations on the use of American 
help will be far stricter than any tried 
before by the United States. 

On-the-spot supervision will be han- 
dled by officers of the U.S. Economic 
Co-operation Administration assigned to 
American embassies in Europe. They will 
keep a critical eye on what each country 
is doing to help itself. A watch will be 
kept on the way American aid is used. 
Statements of import needs will be 
checked and double checked. 

In addition, the United States would 
have a sort of roving inspector in Europe. 
He would be in a position virtually to 
veto any collective action which the 
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United States might not consider in the 
best interests of European revival. 

Allocations of scarce commodities 
would be decided mostly by the United 
States. Countries that fall down on pro- 
duction or fail to meet commitments can 
expect the least generous treatment. 

Quarterly reports are to be published 
in each country and sent to the United 
States, giving a full account of how Amer- 
ican money and goods have been used. 

The participating countries also will 
be asked to furnish special information 
from time to time when the U. S. needs it 
for planning operations. This would make 
it difficult for any country to distort or 
conceal its true economic position. 

Penalty for failure to live up to agree- 
ments might be as severe as suspension 
of further aid. This provision is written 
into the Government’s official “Outline of 
a European Recovery Program.” 

Reward for good progress might be 
made in the form of loans for currency 
stabilization. Countries that have “turned 
the corner” toward permanent recovery 
might qualify for such loans from a U. S. 
stabilization fund. 

@ What Europe must do to get aid will 
be outlined in two series of agreements. 
@ Self-help, especially through co-opera- 
tive measures, is to be provided for in 
an agreement among the Marshall Plan 
countries themselves. This is what they 
are expected to do: . 

A new organization is to be set up in 
Europe by all the participating countries. 
It would furnish the United States with 
estimates of import requirements and 
other pertinent information. The organi- 
zation would constantly review the 
progress made in each of the member 
countries and report at regular intervals. 

Currency stabilization measures are 
promised. The European countries pledge 
certain specific steps toward sound rates 
of exchange. 

Inflation control is to be tightened up. 
That will mean cutting government ex- 
penses, issuing less money, cracking 
down on black markéts. European gov- 
ernments also will be asked to adjust 
their price-control systems to promote 
maximum production. In some countries, 
prices imposed by governments for cer- 
tain key commodities have been set so low 
that production has been discouraged. 

Production targets will be set by the 
member countries in the most essential 


lines, such as food and coal. The govern- 
ments concerned must agree to do all 
they can to meet or exceed the targets. 

Trade barriers are to be lowered among 
the member countries and between them 
and the rest of the world. 

Resources of Western Europe are to be 
used for the greatest good of the Mar- 
shall Plan area as a whole. 
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THE U. S. CONGRESS: 








It faces a fateful problem 


Man power also is to be used for the 
greatest good of all. The member coun- 
tries agree to remove obstacles to the 
How of labor from surplus areas into 
shortage areas. Specific problem will be 
how to put Italy’s unemployed to work 
in such countries as Great Britain and 
France, where the man power shortage 
is serious. 

«| Separate agreements with the United 
States also will be made by each of the 
16 European governments. 

Local currency earned by the sale of 
goods granted by the United States is to 
be set aside in a separate account. It can 
be used only for purposes agreed to by 
the American Government. 

Strategic materials for U.S. stockpiles 
will be promised in some cases. The gov- 
ernments involved will take steps to 
increase production of specified raw ma- 
terials in their own countries and their 
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possessions. They also are to open the 
door to American orders for these mate- 
rials after the countries’ own needs have 
been supplied. 

@ What Europe has done so far toward 
self-help is considered encouraging but 
a bare beginning. 

Anti-inflation measures have been 
taken recently by Italy, where inflation 
has been most threatening. Prices have 
come down noticeably since the Gov- 
ernment’s deflationary program started. 
France is trying to launch a program 
similar to Italy’s, over the powerful oppo- 
sition of the Communists. 

Currency stabilization also is being 
tried by Italy. The Italian Government 


has drastically reduced the official ex-. 


change value of the lira to bring it closer 
to the true value in international trade. 

Trade barriers may be reduced even- 
tually as the result of the deliberations 








of a “Customs Union Study Group” con- 
sisting of delegates of France, Italy, the 
Netherlands, Belgium and Luxembourg. 
The latter three are already forming a 
customs union, known as Benelux. 

Man-power questions are to be consid- 
ered by the 16 countries at a meeting 
called by Italy for January. 

Co-operative power projects outlined 
in the Paris report of last summer are 
already being studied and some technical 
surveys are being made. 

Payments agreements committee set up 

by the Paris Conference is working on 
the problem of transferability of currency 
within Europe. 
@ Job still to be done, however, is far 
bigger than anything tried so far. Present 
plans of the United States are to set up 
a high standard for European perform- 
ance and use American aid as_ the 
incentive. 
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in deciding how to deal with these four major needs of Europe 
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TASK OF BRITAIN’S NATIONALIZED RAILWAYS 


Transport replaces coal as 
the crucial bottleneck to Great 
Britain's industrial recovery 
this winter. | 

Trouble is approaching just 
as the Labor Government 
takes over ownership of the 
railroad system at a cost of 
$3,632,000,000. 
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Britain's Labor Government, on 
January 1, begins the most ambitious 
of its nationalization undertakings— 
ownership and operation of the coun- 
trys railroads. Circumstances could 
hardly be less favorable to the Govern- 
ment. 

Overuse and undermaintenance dur- 
ing the war have left Britain's railways 
in poor condition. Almost a third of the 
rolling stock is at least 35 years old. 
Equipment is short, but the nation’s re- 
covery program demands that more traf- 
fic be hauled than before the war. 

The worst months of the year are 

coming up. Bad weather a year ago 
pushed Britain into a fuel crisis just as 
nationalization of the coal mines became 
effective. Another severe winter could 
play havoc with the railways, with in- 
calculable effect. 
@ Nationalization of the railways trans- 
fers 60 lines from private ownership to 
the Government. Trackage involved ex- 
ceeds 52,000 miles, a substantial net- 
work, considering the size of the country. 
With the deal go 635,000 railway work- 
ers who henceforth are Government em- 
ployes. 

Cost of the transaction is set at $3,632,- 
000,000. Most of this goes to pay the 
stockholders of the railway companies. 
The remainder is for buying up private- 
ly owned freight cars. Only half the 
freight cars belonged to the railways. 
The rest were owned by outside com- 
mercial interests. 

Stockholders in the lines are to be com- 
pensated in negotiable shares of British 
Transport Stock, the Government-guar- 
anteed securities of the nationalized or- 
ganization. The rate of exchange de- 
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Reported from LONDON 


pends on the market value of the old 
stock during specified periods in 1945 
or 1946. 

The dividend rate on the Government 
securities is 2% per cent, as compared 


‘with the 4 to 7 per cent that many stocks 


paid under private management. Conse- 
quently, the 350,000 shareholders are 
certain to lose income. 

Private owners of freight cars are to be 
paid according to the age, condition and 
original cost of the equipment. Where 
the amount does not exceed $8,000, they 
will receive cash, if they prefer. 

For the public, nationalization of the 
railways involves no change. Timetables, 
fares, freight rates and service will be 
continued on the same basis as under 
private ownership. 

@ Task confronting the nationalized rail- 

ways is this: They are expected to move 
20 per cent more traffic than they did 
before the war, but with 15 per cent less 
equipment. And the equipment they have 
requires four times as much repair work 
to keep in service. 
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REPAIRS LAG BEHIND 
100,000 cars break down every week 





The aecompanying chart provides a 
summary of the rolling stock available, 
its age, and the repair load the shops 
must handle. 

The number of overage units is par- 
ticularly significant. Thirty-nine per cent 
of all locomotives at least are 35 years 
old. The same is true of 29 per cent of 
the freight cars and 20 per cent of the 
passenger coaches. 

Average age of all equipment is 32 
years. 

Freight cars, or wagons as the British 
call them, are a major source of worry. 
They decreased 54,000 in number since 
1946, yet they have a million more tons 
of coal to handle each week, and fou 
million more tons of iron and steel. Esti- 
mates are that the railways need at least 
100,000 more cars to handle the in- 
creased traffic. This shortage already 
threatens to disrupt coal and steel de- 
liveries. 

@ Improvement in the equipment situa- 
tion will not come speedily. 

Replacements cannot be expected at 
the desired rate. Limited supplies of 
steel, labor and other essentials make 
that impossible. 

The Government hopes to get 600 
new locomotives, 48,000 freight cars and 
1,000 passenger coaches during 1948, 
but meanwhile equipment now in use 
will be wearing out at least as rapidly 
as replacements arrive. 

Repairs to existing equipment already 
are overtaxing facilities. The breakdown 
rate has reached 100,000 cars a week, 
which gives shops a waiting list. New 
firms which the Government has been 
recruiting for repair work just about en- 
able the industry to keep even with 
breakdowns. 

To ease the situation, the Government 

will bring back 689 of the locomotives 
sent to the Continent to support the Al- 
lied invasion of Western Europe. They 
will have to be reconditioned in Belgian 
shops, however, for British shops are too 
busy to handle them. 
@ An intensive campaign has started to 
get more use out of freight cars. The 
Government is appealing to all users to 
unload cars as fast as possible so they 
can get back in circulation. It is esti- 
mated that, if one day could be saved in 
the turnaround time of existing equip- 
ment, the rail system would have the 
equivalent of 50,000 extra cars. 
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Unloading is being expedited by the 
use of volunteer crews who give their 
leisure time. Troops and war prisoners 
also have been, assigned to the job. 

Week-end paralysis likewise is under 
attack. Because of the shorter work week, 
freight cars often stand idle on sidings 
over Saturday and Sunday because there 
is no one to unload them. This waste of 
equipment had reached serious propor- 
tions. Progress is now being made toward 
overcoming it. In response to official ap- 
peals, some firms are arranging to have 
unloading crews on duty. Week-end vol- 
unteers also are helping. 

Penalties may be used to bring into 
line companies that are not co-operating 
wholeheartedly with the speed-up. There 
has been official mention of fines or pos- 
sibly higher charges for the time a car 
is kept. . 

Definite gains have been made in the 
over-all drive. Turnaround time has been 
cut 43 per cent compared with a year 
ago. But Government experts say the 
performance must be still better if in- 
dustrial efforts are not to be impeded. 


@ Another battle on the Government's 
hands is the one against winter. A special 
committee has been set up to direct it. 


Extended periods of fog, snow or frost 


would seriously disrupt service. 

Precautions being taken include diver- 
sion of as much freight as possible to 
trucks and coastal steamers to lighten the 
railroad’s load. With coal, for example, 
the target is to move over a million tons 
in trucks before the end of March. 
Coastal ships are expected to handle 
more than two million tons a month. 

More weapons, meanwhile, have been 
assembled to fight bad weather. Addi- 
tional snow removal equipment has been 
placed at vital points on the railway sys- 
tem. The Army’s help has been arranged 
for. Automatic control is being introduced 
to defeat fogs. Other electronic experi- 
ments are under way. 

Priorities have been set up to assure 
the movement of key commodities in the 
event weather curtails service. Coal takes 
precedence over everything else. Next in 
importance are steel, exports, food and 
agricultural machinery. 
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@ Job ahead for the Government-owned 
railways would be a difficult one under 
any circumstances. For Britain's eco- 
nomic recovery, a breakdown in trans- 
port must be avoided at all costs. That 
means mechanical difficulties must be 
surmounted, bad weather defeated, and 
an equipment deficit somehow overcome. 

No quick decision is possible in the 
Government's struggle to restore the rail- 
ways to adequate and modern efficiency. 
Steel and other shortages restrict the 
amount of new equipment that can be 
expected. Repair capacity limits the pro- 
portion of existing stock that can be kept 
in service. And age thins the number of 
cars worth repairing. 

The battle will be up hill all the way. 
Gains will become apparent only grad- 
ually. Indications are that it will take 
several years for the Government-owned 
lines to emerge from the present situation. 

Meanwhile, the Government has no 
choice but to go ahead with a shaky 
instrument. The next few months are to 
test its ability to meet a difficult chal- 
lenge. 
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LOSS OF AMERICAN ASSETS IN SOVIET SPHERE 


Reported from WARSAW, PRAGUE and WASHINGTON 


Red tape and politics are 
keeping a billion dollars in 


American property trapped 
behind the Iron Curtain. 


Holdings worth millions 
are gone forever. 

Some U. S. companies may 
cut losses by managing Euro- 
pean properties they once 
owned or controlled. 
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New obstacles are arising to make it 
difficult for American owners to regain 
control of their assets in Eastern Eu- 
rope. Payment for properties seized or 
destroyed is being delayed. Compen- 
sation in U. S. dollars is not in sight. 

Political differences complicate discus- 
sions between the United States Govern- 
ment and Soviet satellites. A belief that 
all Americans are wealthy is causing de- 
lays in dealing with their claims. Agree- 
ments with citizens of other countries are 
being made first. 

Governments allied with America dur- 

ing the war have invited direct negotia- 
tions by companies and individuals in the 
United States. But there are few dollars 
with which to satisfy claimants. More- 
over, local currencies are of little use to 
former owners unless they can regain 
operating control of properties. 
@ Value of American property in East- 
ern Europe before the war is calculated 
at $1,239,000,000. A survey of 1943 
holdings, recently published by the 
United States Treasury, gives figures for 
many of the countries. Estimates have 
been inade on the value of investments 
in other countries that have been divided 
for occupation purposes or have under- 
gone changes in boundaries. 

The assets actually are worth consid- 
erably less now, even though prices have 
risen all over the world. 

Much of the American property in- 
volved has been destroyed or damaged 
as a result of the war. Large industrial 
holdings have been nationalized in many 
countries. In no case is full compensation 
expected. Big blocks of stocks and gov- 
ernment bonds, owned by refugees from 
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Central Europe, would bring small return 
if sold now. 

@ Types of property trapped behind the 
Iron Curtain include factories, mines, 
oil wells, real estate, securities, bank de- 
posits, interests in estates and _ trusts, 
jewelry and art objects. 

Most holdings represent interests in 
industrial and commercial enterprises 
that were held by such companies as 
Standard Oil of New Jersey, Socony- 
Vacuum, Anaconda Copper, General 
Motors, General Electric, International 
Telephone and Telegraph, International 
Business Machines and Singer Sewing 
Machines. 

@ Biggest problem centers around the 
American assets in the Soviet zones of 
Germany and Austria. , 

That property represents more than 
half the U. S. holdings in Eastern Europe, 
as shown in the accompanying table. But 
disposition is held up by controversy 
among the major powers over defini- 
tions of German assets. 

Custody of property owned or con- 
trolled by American companies was taken 
automatically by the German Govern- 
ment at the outbreak of war between the 
two countries. The Russians have been 
contending that these holdings should 
be classed as German assets and treated 
as war booty. 

A break in the impasse over ownership 

of these assets may develop soon. Follow- 
ing adjournment of the recent meeting of 
the Council of Foreign Ministers in Lon- 
don, the Russians promised a new pro- 
posal with respect to assets in Austria. 
The plan is to be presented shortly to a 
meeting of the Ministers’ deputies. 
q@ In the rest of Europe, the situation 
varies country by country, but nowhere is 
there prospect of an immediate settle- 
ment of American claims: 

Payment by Poland for American prop- 
erty nationalized there is still uncertain 
12 months after a Polish promise to com- 
pensate for such assets. 

Meanwhile, Poland has agreed to ship 
to France $60 million worth of coal in 
payment of French claims and has agreed 
on principles of compensation for $160 
million in British claims. 

Polish assets in the United States, 
amounting to more than $37 million, 
were released a year ago as a result of the 
“Minc Agreement.” This was an under- 
standing reached between American of- 


ficials and Hilary Minc, Polish Minister 
of Industry, over payment for about $30 
million of U.S. property that has been 
nationalized. 

Key to the agreement was a provision 
that compensation would be in dollars 
in most. cases. 

But now reports from Warsaw indi- 
cate that Poland has spent the dollars 
released by the U.S. Government. The 
Poles plead that their lack of funds to 
fulfill the pledges of Minister Minc is a 
“technical problem.” New conversations 
on the subject between officials of the 
two, countries will be held early in 1948. 

Of the remaining $200 million of 
American assets in Poland, including the 
former German territories, undamaged 
property probably will be restored to its 
original owners. But what freedom they 
will have to operate their holdings re- 
mains to be seen. Compensation for de- 
stroyed property is to be paid in Polish 
currency. 

Czechoslovakia has been negotiating 
directly with American companies toward 
settlement for nationalized properties. 
These assets include about $25 million 
of the $67 million in American enter- 
prises in Czechoslovakia in 1943. 

Other holdings are $12 million in se- 
curities, $14 million in currency and 
deposits, $28 million in real property, $6 
million worth of interests in estates and 
trusts and $21 million listed as mis- 
cellaneous. 

Many of these assets already have been 
surrendered to the Czechoslovak Gov- 
ernment in payment of taxes. For the 
industrial enterprises in the high brackets 
of taxation, the levy amounts to about 
one third of their value. 

U.S. corporations affected by nation- 
alization have agreed to give up half the 
remainder of their claims in order to get 
something out of their investments. That 
would mean a net loss of two thirds of 
the face value of their claims. 

But the Government at Prague is hold- 
ing up any payments now because of the 
“international situation.” 

Yugoslavia, where almost all industry 
has been nationalized, holds about $22 
million of American interests in industrial 
enterprises. 

Negotiations for settlement of claims 
have been going on for six.months, but 
little progress is being made. The U. S, 
Government, however, is in a strong ba;- 


gaining position because it still holds 
$50 million of Yugoslav gold. This is 
equal to the 1943 value of all American 
assets in that country. 

Former enemy nations in Eastern Eu- 
rope are required by terms of peace 
treaties to restore to United Nations 
nationals all property not destroyed in 
‘ the war. 

Such property includes large areas ot 
American-owned oil fields in Romania 
and Hungary that survived heavy bomb- 
ings. But U.S. companies regard tight 
controls on production and distribution 
as only a step away from nationalization. 


PLOESTI OIL FIELDS IN ROMANIA: American investments were spread through Eastern Europe 


Those countries, however, now are 

disappointed with the results of their 
controls. Output is low and amounts 
available for trading with other nations 
have fallen sharply. Countries that have 
nationalized important American enter- 
prises are having similar experiences. 
@ A temporary solution is likely to be 
greater freedom of operation for proper- 
ties to which American companies have 
regained title. Companies whose enter- 
prises have been nationalized are being 
sounded out by many of the Soviet satel- 
lites to take management contracts for 
their former holdings. 


Such arrangements, where possible, 
would mean that properties of American 
firms would not be neglected while 
lengthy negotiations were under way. 
Some return would be provided for the 
original investors. 

Other owners of American assets be- 
hind the Iron Curtain will not be so 
fortunate. The prospect is that shortage 
of dollars in Eastern Europe and tension 
between the United States and Russia 
will delay for a long time satisfactory 
settlement of claims to American prop- 
erty in the countries dominated by the 
Soviet Union. 
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The world’s farms and factories are setting an impres- 
sive record of production. Recovery from the dislocations 
and devastations of war has been more rapid than any 
expert would have predicted when the war ended. 

The Worldgraph shows how world production of four 


basic commodities increased from 1946 to 1947. For all 
except wheat, this year’s output surpassed even prewar 
figures. Steel and oil were approximately one third more 
plentiful than before the war. 


16% 


GAIN IN 1947 


1946 


Bape 


BILLION TONS 








The figures reveal that the economic state of the world 
is not as bad as many people believe. Things look worse 
than they really are because: 

In current news, the failures get more attention than 
the successes. Disturbances make the headlines. “Business 
as usual” passes unnoticed for the most part. 

Where shortages do exist, they are more critical and 
more important than they appear when expressed in 
percentages of the whole world picture. The man with- 
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out bread or without fuel finds no comfort in the assur- 
ance that world production really is in good shape. 
Postwar return to traditional patterns of doing business 
has proved slower and more difficult than recovery in 
actual production. Difficulties in arranging payments 
and transportation between the nations of the world 


create new problems in distribution. 
Wartime damage and destruction, particularly in 
Europe and other battle areas, add to the burdens of 











postwar workers. In many places it has been necessary 
to rebuild and restore farms and factories before there 
could be any production. 

It is wrong to assume that the economic problems left 
by the war are approaching solution, or that the wide- 
spread suffering soon will be overcome. But the figures 
on world production establish one fact often obscured: 
Men and women throughout the world are working hard 
—and getting results. 
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Report on World Navies 


RUSSIA’‘S NEW SUBMARINE NAVY 


If the war in Europe had 
lasted six months longer, 
Germany would have been 
able to launch a submarine 
campaign of such magni- 
tude and effectiveness that 
the whole war effort of the 
United States and Britain in 
Europe would have been 
jeopardized. The technical 
advances in submarine de- 
sign that made such a de- 
velopment possible are of 
primary importance now be- 
cause of their far-reaching 
effect on the sea power of 
Russia and of the Western 
nations—particularly the 
United States. 


o 908 Oo 


HEN THE WAR ENDED, Russia fell 

heir to four German submarines so 
revolutionary in design that they ren- 
dered obsolete all previous submarines 
and the war-developed techniques of 
combating them. 

The Russians also got several similar 
vessels partially built and ready for 
assembly—plus most of the plans, tech- 
n’ yues and personnel of Germany’s sub- 
marine organization. Some of the yards 
in which the craft were being built were 
in territory now part of Russia. Others 
were captured in Eastern Germany and 
their equipment transferred to Russia. 

All the captive facilities are working 
at full capacity, producing an improved 
submarine known as Type XXI. These 
facts have presented U. S. naval officials 
with a problem of such magnitude and 
urgency that no other activity of the 
Navy has a higher priority than that 
being given to antisubmarine warfare. 

Russia is primarily a land power. Its 
limited access to the seas makes imprac- 
tical the development of balanced naval 


forces. The submarine, however, unlike 
the surface ship, does not rely on tacti- 
cal concentration for its effectiveness 
and security. From the Soviet stand- 
point, submarines offer by far the most 
promising field for an investment in 
sea power. 

Russia already has more than 200 
submarines of conventional design, 
which World War II showed are ca- 
pable of operating effectively far from 
their bases. The Type XXI, however, so 
far surpasses the wartime submarine 
that the power of an undersea fleet must 
now be reckoned in terms of these new 
vessels. In the event of war, enemy 
submarines of this type, if not brought 
under control, would be deadly in at- 
tacking the sea lanes by which strategic 
materials reach the United States, and 
over which America’s war effort would 
have to be projected abroad. 

It is difficult to estimate Russia’s 
capacity for building the new vessels. 
However, conservative estimates in in- 
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SHIPS FOR THE SOVIET NAVY 


formed circles are that, within a year, 
Russia will have 20 to: 30 craft of Type 
XXI, increasing to 200 or even 300 of a 
further improved design within three 
years. 

The possibilities would be serious 
enough from the American point of view 
if the disparity between the offensive 
capabilities of submarines and the de- 
fense against them remained as it was 
in the closing stages of the war, when 
the menace of German submarines was 
brought under control. But the situation 
has been reversed. 


Defense at Disadvantage 


In the war, Germany’s submarine 
campaign was finally defeated by a 
combination of specially equipped ships 
and planes. Now the technical advances 
in the submarine have almost com- 


pletely wiped out the effectiveness of 
the antisubmarine techniques of World 
War II. For the present, and apparently 
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A German shipyard goes to Russia to build a submarine of the future 





° 


Lal 
<2 eae aaa. 


aie ta 





22 ° 


WORLD REPORT 





Vw 


“SS WW \y = 


—_ F =— SF 


EEE OO ON ee 
° 
fides ee nsec , 


* 
2 ADELE STADE S35 





~Tass Photo 


MEN OF THE SOVIET NAVY: Type XXI may make them, for the first time, a vital part of their country’s forces 


for a long time to come, the battle be- 
tween the offensive and the defensive 
goes strongly in fav or of the submarine. 
America’s leading experts agree that it 
would be vastly more difficult to find 
and destroy one of these modern sub- 
marines than it was those of the late 
war. Furthermore, the qualities that 
make the submarine less vulnerable 
now also make it more deadly. 

Surface fleets can be compared by 
classes of ships, but this method does 
not apply to submarines. The counter to 
a large and effective fleet of Russian 
submarines is by no means to build a 
similar submarine fleet. Actually, most 
of the measures of antisubmarine war- 
fare involve escort vessels and planes. 


Difference in Needs 


From the point of view of the U. S. 
and Britain, the potential threat of sub- 


_ marine warfare has been multiplied a 
> hundredfold. 
+ spared to meet the situation, but effec- 
\ tive defense against this new element 
>of undersea power is not yet in sight. 


No efforts are being 


From Russia’s point of view, naval 
strategists say, it is entirely logical that 
it should make its greatest naval effort 
in the field of the submarine. For a long 
time to come the submarine will offer 
the Russians the highest return for their 


investment. This apparently is recog- 
nized by the Russians. 

The situation as regards U.S. naval 
requirements is entirely different. 
America’s military responsibilities, de- 
fensive and offensive, lie almost entirely 
overseas. Whatever the future develop- 
ments in warfare, a contest between 
America and Russia would involve the 
U.S. in military operations in Europe 
and the Far East, with all the naval 
problems that such undertakings involve. 

The United States would have to be 
able to combat the threat of a large fleet 
of Russian submarines, to clear the seas 
of enemy surface ships, and to provide 
mobile air bases in the form of carrier 
groups. It would have to transport and 
land amphibious forces’ and support 
and supply them after landing. It would 
have to provide a submarine force to 
assist in antisubmarine warfare and to 
carry guided missiles into areas closed 
to surface ships. 

If the United States and Russia were 
at war, sooner or later America would be 
involved in an attempt to hold Western 
Europe, or at least Great Britain, and 
probably Japan as well. Experience in 
the last war showed the volume of 
shipping, supplies and men involved 
in such efforts. The United States would 
have the job not only of supporting 
military operations across the Atlantic 


and Pacific, but of turnishing food and 
supplies for its allies. In the face of an 
active force of Russian submarines of 
the highly effective type now building, 
this would be an undertaking the results 
of which cannot be foreseen. 


Russia’s Opportunity 


What is apparent to Navy men is that 
the problem of sea power is quite differ- 
ent for the United States and for Russia. 
Notwithstanding the fact that Russia . 
cannot be seriously threatened by sea 
and air blockade or by attack from the 
sea, the U. S., in any war involving Rus- 
sia, would need ‘a balanced navy of all 
types, capable of operating anywhere. 

Russia, on the other hand, lacks the 
capacity for building or maintaining a 
balanced navy that could challenge 
U. S. sea power directly. In view of cur- 
rent technical developments, however, 
Russia can build and maintain a sub- 
marine fleet that could so seriously jeop- 
ardize the war potential of the U. S. as 
to prevent it from defending Europe, 
the Middle East and the Far East. 

In other words, the Type XXI sub- 
marine has given Russia an unprece- 
dented opportunity to develop an effec- 
tive form of the sea power which in the 
past it could not have. The Soviet rulers 
are capitalizing on this opportunity now. 
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SIGNS OF PEACE IN INDIA: 
RISE IN BUSINESS ACTIVITY 


Reported from DELHI, KARACHI and WASHINGTON 


The two new countries of 
divided India are beginning 
to work together. 

Business is reviving. Many 
of the complex financial and 
economic problems have 
been settled. 

But political trouble be- 
tween Pakistan and India 
may flare up again to cancel 
out much of the progress. 

o 9o 9 


Signs are appearing that Hindu In- 
dia and Moslem Pakistan still may be 
able to settle their political and relig- 
ious differences and eventually be- 
come good neighbors. 

Relations between the two countries 
suddenly have taken a turn for the bet- 
ter. One reason is the virtual end of 
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INDIA’S PATEL 


communal warfare that in recent months 
caused thousands of deaths and set back 
agricultural and industrial production in 
both nations. The other is that Hindu 
and Moslem leaders, for the first time, 
show signs of willingness to work to- 
gether. 

@ The first results of Hindu-Pakistan co- 
operation come through an agreement on 
the main financial and military problems 
that independence created. Included is 
a formula for dividing up the assets of 
the former Government of India. High- 
lights of the agreement are: 

Division of assets. Pakistan gets $227 
million and India $985 million from the 
cash balances of the former Govern- 
ment. Pakistan originally wanted one 
third but settled for less than a fourth. 

The settlement solves Pakistan’s finan- 
cial troubles, at least temporarily. The 
$65 million received when it became 
independent was used up quickly. Re- 
centiy the Karachi Government has been 
unable to meet some of its pay rolls. 

Division of liabilities. The debt of the 
pre-independence government of nearly 
$3 billion is assumed on a basis of 82% 
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PAKISTAN’S ALI KHAN 


By working together, they may become good neighbors after ali 


24 © WORLD REPORT 





per cent by India and 17% per cent by 
Pakistan. India gives Pakistan until 1951 
to begin paying off its share. 

The railroads. Pakistan pays India $435 
million, or one half the book value, for 
its share of the railroads and _ rolling 
stock. 

Thus far, the railroads are a drain on 
Pakistan. Difficulties are being en- 
countered in getting coal from India, and 
the few trains in operation are hauling 
mainly refugees. 

Military supplies. India gets two thirds 
and Pakistan a third of all equipment 
and installations of the Indian Army. 
Pakistan receives no ordnance plants be- 
cause all are in India’s territory. The 
Delhi Government, however, agrees to 
loan Pakistan $20 million to help estab- 
lish its own defense plants. 

Abandoned property. Belongings of 
individuals lost during the religious riots 
last summer are to be restored whenever 
possible. Though many of the rightful 
owners never will be found, the pro- 
posed program can help some refugees. 
@ The remaining problems between In- 
dia and Pakistan include some complex 
issues that will be far more difficult to 
settle than was the division of assets. 
Nevertheless, Sadar Patel, India’s Vice 
Premier and principal negotiator, and 
Liaquat Ali Khan, Pakistan’s Prime Min- 
ister, appear optimistic over the pros- 
pects of an agreement. 

The future of Kashmir, the largest 
princely state, is the most pressing issue. 
Already India’s troops are fighting in 
Kashmir against invading tribesmen from 
the Northwest Frontier Province. Hindu 
leaders claim that Pakistan engineered 
the raids. 

Trade restrictions could upset relations 
between the new nations and retard 
business just as it is beginning to recover 
from the damage caused by partition. 
Attention now is centered on jute, India’s 
main export, which is grown in Pakistan 
but processed in India. Pakistan recently 
imposed a tax of $5 a bale on jute ship- 
ments to India. 

Millions of refugees, most of them bit- 
ter and impoverished, are another possi- 
ble source of trouble. Already nearly 
eight million have crossed the India- 
Pakistan borders and four million more 
are waiting transfer. The refugees gen- 
erally are unwelcome in their new sur- 
roundings. 


@ A new flare-up of trouble between In- 

dia and Pakistan still is possible, but it 
appears unlikely now. The next crucial 
period will come in April when India and 
Pakistan must conclude arrangements on 
tariffs, customs, currency and a host of 
other problems. 
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FRANCE’S DEFLATION PLAN 


Reported from PARIS 


— MINISTER RENE MAYER is 
beginning to give the French a strong 
dose of deflation to repair the damage 
done by Communist strikes against politi- 
cally weak governments. 

Other ministers have prescribed the 
same medicine for France’s wobbly 
finances, but they were overruled by 
politics and the Communists. Mayer, a 
sympathizer of Gen. Charles de Gaulle, 
leader of France’s most ardent anti-Com- 
munists, stands a better chance of suc- 
cess. If the present Cabinet does not 
support Mayer’s program, the De Gaull- 
ists are likely to force it out of office. 
Then Mayer might try again with De 
Gaulle’s approval. 

This situation leads French politicians 
to treat Mayer with respect. But left- 
wing Socialists regard him as a Trojan 
Horse sent into the Cabinet by De Gaulle 
to prepare for a De Gaulle Government. 
@ Mayer’s problem is the crisis brought 
on by inflation. 

On the Finance Minister's desk is a 
report by a nonpartisan committee of 
experts on French economy. Balancing 
normal needs against the best possible 
production, this report says that France 
will be running at least $12 million short 
each day throughout 1948. The loss 
through strikes in recent weeks is placed 
at $1,417,000,000. 

Prices, which the commission figured 
on the basis of those prevailing before 
the strikes, are higher now. Farm prices 
are up about 20 per cent over the pre- 
strike period. Eggs now sell at 35 cents 
each. Meat is $4 a pound. 

Wages also have climbed. The increase 
of wages, a cost-of-living bonus and new 
family allowances granted to workers 
recently total nearly $3 billion. 

Paper money is plentiful. Nearly 11 
times as many francs are in circulation 
at this time as in 1939. At the official 
rate of 120 to the dollar, the paper 
money in circulation last month was 
worth $8,700,000,000. But purchasers 
abroad are reluctant to buy expensive 
French goods. 

Costly exports from France are going 
unsold in overseas markets. French neck- 
ties in Venezuela, wines in South Africa 
and automobiles in Portugal are so high 
compared with Belgian neckties, Spanish 
wines and American automobiles that 
they find few customers. Some French 
goods, offered to American buyers at 


Christmas time, cost as much wholesale 
as comparable products made in the 
United States or elsewhere sell at retail. 

Devaluation of the French franc seems 
a certainty. The franc may go down to 
300 or 375 to the dollar. But Mayer 
wants to delay devaluation until a bal- 
ance has been struck between wages 
and prices. 

@ Solutions to the financial puzzle are 
offered on all sides. 

Free advice is coming particularly from 
the left-wing Socialists in the Govern- 
ment. They are reluctant to reject the 
demands of organized labor. 

Mayers chief opponent within the 
Cabinet is Daniel Mayer (no relation), 
the Socialist Minister of Labor. Daniel, 
the man who must deal with the de- 
mands of labor, complains that René 
wants to squeeze the workers to benefit 
the middle class. 

Government’s program, drafted by 
Mayer and approved by Premier Robert 
Schuman, himself Minister of Finance 
in the previous Government, calls for the 
removal of most price controls on essen- 
tial items. Coal, already freed of Gov- 
ernment subsidies and boosted in price 


from $11.60 to $18 a ton, may be per- 


mitted to go up to $19.50 a ton. 

Working time is to be increased. Many 
job holders in industry already are work- 
ing 44 hours a week; the rest will be 
urged to work the same hours or longer. 
Mayer also wants to give French em- 
ployers more freedom to hire and fire, 
but he is in for a struggle with Socialists 
on this point. 

Results of these measures, once they 
come into full operation, will be to boost 
industrial prices toward the levels of 
farm prices. To hold down the price of 
food produced in France, Mayer hopes 
to import $100 million worth of meat, 
fats, dried vegetables, wheat and eggs 
to dump on the markets at current prices. 

Main steps in the Government's pro- 
gram, cables William H. Lowe, World 
Report’s staff correspondent in Paris, are 
these: 

“First, the Government wants to give 
wages a durable purchasing power. 
Greater quantities of consumer goods 
may be released to the domestic market. 
Exports are to be reduced temporarily. 

“Second step may involve devaluation, 
perhaps in January. A lower value may 
be set on francs used in overseas deals 
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FINANCE MINISTER MAYER 
Some Frenchmen see a Trojan Horse 


for exports. At the same time, Mayer is 
likely to meet left-wing demands for a 
capital levy. Frenchmen with big in- 
comes now must place 25 to £0 per cent 
of their profits in Government bonds. 

“Third step would be a return to free 

exchange for the franc. This step is essen- 
tial if the Government is to persuade 
hoarders to give up an estimated 4,000 
tons of hidden gold and many millions 
of dollars worth of U.S. and Swiss 
currency.” 
@ Mayer’s experience as a politician is 
virtually nil. The only time he ran for 
parliament was in October 1945. He was 
defeated. But political appointments have 
kept him busy in public affairs as an 
auditor and administrator. 

Like many businessmen in France, 
Mayer first studied law. He served in the 
French Artillery from 1914 to 1918. Be- 
tween the wars, the moderate party of 
Radical Socialists, to which he still be- 
longs, gave him various jobs straighten- 
ing out the tangled finances of the railway 
companies. He was managing director 
of the national railway system when 
France collapsed in 1940. Then he went 
underground, serving the Free French 
as an organizer. 

De Gaulle’s choice of administrators 
rather than politicians for key jobs kept 
Mayer moving up after his escape to 
Algiers in 1943. By 1944, he was Minis- 
ter of Transport and Public Works in De 
Gaulle’s Provisional Government. 

After his defeat in the 1945 elections, 
Mayer was chosen by a Socialist admin- 
istration to reorganize the civil govern- 
ment of the French zone in Germany. 
His reputation as a De Gaullist impressed 
French Army officers who were running 
the zone. Last November, another So- 
cialist Cabinet named Mayer as one of 
the French delegates to the meeting of the 
United Nations’ Assembly in New York. 
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@ Crises ahead are certain to threaten 
Mayer’s whole program. Socialist oppo- 
sition is strong. But De Gaulle is asking 
parliament to declare its term of office 
at an end, thus opening the way for new 
elections in the spring. This means that 


America’s Undersea Fleet 


WASHINGTON 


Reported from 


UssIA’S increasing strength in subma- 
as is forcing major changes in 
planning by the United States Navy. The 
problems this creates for the Fleet are 
now in the hands of Rear Admiral 
CHARLES W. STYER, America’s first 
Co-ordinator of Undersea Warfare. 

No branch of the Navy has a higher 
priority for personnel, materiel and funds 
than the unit Styer commands. In exist- 
ence only 18 months, his office is now 
regarded in naval circles as the key to 
America’s future security on the high seas. 
qj] Styer’s problem, stated bluntly, is 
that, thanks to the Germans, Russia is on 
the way to becoming the world’s No. | 
power in submarines. (See page 22). 

In the closing months of World War II, 
the Germans developed a radically new 
submarine designated as Type XXI. Ad- 
miral Karl Doenitz, wartime commander 
of the German Navy, claimed that one of 
these craft cruised for 22 days, covering 
22.000 miles, without coming fully to the 
surface. Only its periscope and a new 
breathing device, the Schnorkel, showed 
above water. 

The Schnorkel supplies the ship's 
Diesel engines and the crew with air. 
Thus the vessel can cruise at periscope 
depth without using batteries for power. 
Type XXI is capable of 16 knots under 
water, which enables it to overhaul and 
attack nearly all merchant vessels. 

As the war ended, the Germans were 
turther developing Type XXI. Powered 
by a gas turbine, invented by a German 
engineer named Walther, the improved 
craft was designed to travel submerged at 
25 knots. 

These superior U-boats never saw com- 
bat. Unsolved problems in hydraulics 
kept them out of the fighting. But Fleet 
Admiral Chester W. Nimitz, himself a 
pioneer in submarines, believes that, in 
sufficient numbers, they could have won 
the Battle of the Atlantic. 

The event that now creates problems 
tor Rear Admiral Styer is that, when Ger- 
many collapsed, the Russians obtained 
four submarines of Type XXI, prefabri- 
cated sections of several others and full 
blueprints. The Russian zone of Eastern 
Germany contains four yards where these 
ships were built. Most of the technicians 
who worked on the designs also came 
under Soviet control. 

The United States and Great Britain, 
under the surrender terms, each received 
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unless the moderates can achieve defla- 
tion, De Gaulle will turn to the French 
people to get a new parliament. De 
Gaulle’s opponents thus are trying their 
best to compromise with Mayer on 
deflation. 






SUBMARINER STYER 
The Schnorkel started it all 


two submarines of Type XXI. The British 
also spirited out of Germany the engineer 
who designed the new turbine. But the 
Russians were left with the complete de- 
signs and most of the equipment. They 
are building these new submarines as fast 
as they can. 

@ Styer’s answer is to concentrate on 
the development of new techniques in 
antisubmarine warfare to meet the added 
efficiency of these new craft. At the same 
time, he is modernizing America’s sub- 
marine fleet. 

The Schnorkel tube is being put on 
American submarines. Standard subma- 
rines of fleet type are being converted to 
the new specifications. Congress has 
granted funds for construction of 4,000 
tons of experimental vessels based on the 
new techniques. 

Enlarged tasks are visualized for sub- 
marines in any warfare of the future. 
Admiral Styer says that the Navy is de- 
signing submarines to carry guided mis- 
siles or pilotless aircraft undetected to the 
shores of any future enemy. Submarines 
will be developed for use as transports 
and cargo carriers. These vessels must be 
capable of operating from the Arctic to 
the tropics. 

Styer recognizes the importance of 
atomic science to the future Navy. His 
staff is working hard to design an atomic 


power plant to propel submarines, New 
techniques of protecting naval personnel 
from the effects of radiation also are be- 
ing tested. 

Seeking a better defense against hostile 
submarines, Styer’s staff is planning land- 
based, long-range aircraft especially de- 
signed for “killing” enemy undersea ves- 
sels. All naval ships are being studied for 
ways to give them more protection against 
submarine attack. 

@ Styer’s approach to these problems is 
based on 27 years’ experience with sub- 
marines. 

Born into an Army family at Fort Ni- 
agara, N.Y., Styer entered the Naval 
Academy in 1914, graduating in time for 
war service with surface vessels in the 
Atlantic. A year after World War I ended, 
he joined the submarine forces, Except 
for intervals of engineering duty, he has 
been a submariner ever since. 

On duty at Pearl Harbor when the Jap- 
anese attacked, Styer sent his submarines 
into battle within a few hours after the 
war started. As Chief of Staff, Subma- 
rines, Pacific Fleet, and later as com- 
mander of Submarine Squadron 10, he 
commanded ships like the Silversides, 
Wahoo and Trigger that helped sink more 
than a million tons of Japanese shipping. 

In January 1944, when the Battle of 

the Atlantic was still going, Stver took 
over command of the submarine base at 
New London, Conn. There he supervised 
training of submarine personnel for com- 
bat duty. In the closing months of the 
war, he direcied U. S. submarine warfare 
in the Atlantic. Styer started his present 
job in February 1946, receiving the title 
of Co-ordinator four months later. 
qj] Countermeasures against “true” sub- 
marines, ships that need never come to 
the surface for combat, are now Stver’s 
chief problem. 

Styer is a commanding officer who is 
serious minded and close mouthed. So he 
is not talking about details of the progress 
he is making. But he does publicize some 
of his problems in developing better sub- 
marines. 

The Admiral seeks new methods of pro- 
pulsion to give submarines a higher speed 
when submerged and to end their de- 
pendence on batteries or constant supply 
of air. He also is trying to solve the prob- 
lem of recognition—better methods 
whereby submarines may ide:tify them- 
selves quickly to friendly forces. Another 
question still baffling Styer is how to de- 
velop a means of efficient communication 
under water, a matter of great tactical 
importance. 

Recently Styer disclosed that, in tests, 
American submarines have cruised for 
several weeks under water. Such feats of 
endurance, however, are not his major 
task. Right now his greatest challenge is 
the fact that Russia can produce the 
world’s best submarine in quantity. How 
to cope with that circumstance is Styer’s 
real target. 
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The world ought to make progress catching up with itself in the new year. 

shortages will be on the wane in 1948 in many lines, barring serious inter- 
ruptions in production. More food, clothing, coal, steel seems probable. 

Prices gradually will reflect larger supplies. But no drastic break is 
expected. Demand still is too great, too widespread. 

Inflation will go on the defensive, as the year unwinds. Money should 
regain value slowly. Much of the world's trade will be done on the basis of 
loans. But barter will be prevalent. Currency reforms may have to wait until 
governments can get out of the red. Tax burdens will get heavier outside the U.S. 

These basic elements will be the underpinning for the European Recovery 
Program. ERP will start off with good chances. But its start will be slow. So, 
too, may be its progress, if Russia, droughts, red tape bog it down. 





Britain faces 1948 full of hopes and fears. Hopes center around booming 
production of coal and steel and what that means to exports. Fears are that food 
imports will stay high in price, that shortages of men, materials and freight 
cars will hamper trade revival. But, over all, Britain's prospects are brighter. 

Shedding of burdens in India, Palestine and of dollar costs in Germany will 
help in 1948. Even so, Britain must stretch slender resources to come through. 

Marshall aid will be welcome in Britain, as a backstop. 

France is banking on U.S. aid. Given it, France still must mesh prices 
and wages, break the inflation spiral and the black market. In the process, 
some subsidies may be dropped and a joiting levy on capital may become neces- 
sary. New firmness in government, if carried through, could accomplish much. 

Italy could be more resilient than France. Plants are in better shape. 
Labor is plentiful. But Communists are strong in industrial areas. And much 
food and coal must be imported. U.S. pump priming will be needed for years. 

Western Germany really should go places in 1948. Big U.S. effort will be 
made there. ERP depends more on German coal, steel and chemicals than on any- 
thing else on the Continent. German morale is a big problem. Uplift will 
come, first, from more food; second, from growing industrial activity. Germans 
are the key to European prosperity. Nineteen forty-eight will be a year of 
large input into Germany. The U.S. alone will spend $2 billion there. Yield, 
except for coal, textiles anda few other things, must wait until later. 

Belgium leads Europe in recovery. Future progress will be moderate. 

The Netherlands is recovering more slowly. Improvement in Rhine trade 
will be important. But disturbed Indonesia holds the key to Dutch problems. 

Scandinavia's production generally is at high levels. But imports are 
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WORLD COMMERCE AND INDUSTRY-=(Continued) 


being watched carefully to save gold and dollars. 
Russia suffered setbacks in 1947. Sabotage ventures in France and Italy 
failed, Communists in Western Europe generally lost strength, inflation at 
home brought severe measures. But Russian-controlled grain will give the 
U.S.S.R. an ace in the hole in the spring, when U.S. grain will be short. 
Eastern Europe was brought more completely under the Russian thumb in 1947. 
As ERP gets under way, Russia may be a bit more generous to its satellites. 
Czechoslovakia is to be chief gainer. Poland will try to sell more coal to 
the West, Russia willing. Dollars still lure Eastern Europe. 
Greece is turning out to be a tartar. Most U.S. dollars are going down 
the drain. Results of U.S. aid to date, are disappointing to Washington. 

















The Middle East is in for a disturbed year. Clashes between U.S.-British 
interests and Russians will keep things roiled. Jewish-Arab trouble will be sur- 
face marks. Underneath will be a big-power battle for oil and political advantage. 

The Far East may show improvement in 1948. But it will be spotty. 

India must rebuild business connections after the partition. Progress will 
be slow. Meanwhile, food, as always, must be found for India's millions. 

Breadbasket of the East=-=-Burma, Siam, Indochina--is turning out more rice, 
but not nearly enough to take care of yawning deficits of neighbors. 

East Indies have a great opportunity to speed up exports of a dozen needed 
commodities, such as copra, tin, rubber, quinine, rope fibers. Renewed efforts 
to cement differences between Indonesians and Dutch will have U.S. blessing. 

China, snarled in civil war, is getting nowhere. Main hope of Nationalist 
China is for big aid from the U.S. But small shots in the arm are more likely. 

Japan is a more congenial spot for U.S. business. The Government is weak 
but U.S. support is strong. Uncertainties for the Japanese are inflation and 
extent of plant removal for reparations. Problem is to pay for more imports. 
Revolving credits based on Japanese gold are to be used to stimulate trade. 

Australia, New Zealand, South Africa have bright prospects. Their food, 
wool, gold and minerals are in high demand. South Africa is the best bet for 
U.S. products. Others are cutting imports to save dollars in the British crisis. 

Canada has plenty to sell, plenty of buyers. But few of them have the "“hard"* 
currency Canada needs so badly. Lush Canadian market for American products is 
a thing of the past--for a while. But Canada will benefit from ERP buying. 

Latin America is pinning hopes on big U.S. purchases for Europe, for home 
needs and for stockpiling. If these hopes fall through, Latin America is going 
to have to tighten up, buy fewer U.S. radios, cars, sewing machines. 


























U.S. business is rolling along near the top. But troubles lie ahead. 
Readjustments are in the cards. High prices will bring demands for higher wages, 
perhaps strikes. Rising costs make break-even point of business high. When- 
ever sales fall off or production is snarled, profits can tumble fast. 

U.S. exports to Europe will rise in 1948. To other areas they may fall. 
Over-all sales abroad will be below those of 1947. U.S. imports should stay 
high, unless a major drop in business develops. 

ERP is the big American venture for 1948. It can be a turning point in 
the fight for Europe. But it surely means more U.S. entanglement abroad than 
ever before in peacetime. Hitting closer to home, it means a squeeze on Ameri- 
cans. They will have a little less to buy, an expensive experiment to pay for. 
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Low morale of Chinese troops going to war 
helps explain Nationalist Army‘s setbacks 


SHANGHAI 
A RAGTAG CONTINGENT of: Chinese sol- 

diers shuffled across Garden Bridge 
toward the Hongkew docks. On their 
backs they carried cooking pots and 
straw sleeping mats. On their thin young 
faces were expressions of apathy. 

The soldiers’ ill-fitting uniforms hung 
loosely. Not one of them spoke and none 
smiled. They just shuffled toward the 
ship that would shortly carry them to 
the war. 

None of them carried guns—none ex- 
cept the three noncommissioned officers 
who marched beside the contingent with 
carbines at the alert. None of the soldiers 
seemed to be over 15 years old. But 
their appearances were deceptive, for 
they were 18 and 19, perhaps older. 

There were no shouts of encourage- 
ment from the coolies who crowded the 
sidewalk. Hardly a head was turned as 
the war-bound soldiers went past. 

These boys came from Szechwan and 
Chekiang, and they were going to fight 
in Shantung Province, 3,000. or 4,000 
miles from home. In the Nationalist 
Army, a man is not permitted to serve 
or fight in his home province. 

The Communists learned a valuable 
lesson from the Nationalists in this re- 
spect. In the Communist area, the farm- 
ers and workers fight in their home prov- 
ince for their own soil. 

General Cheng Tung-kuo, commander 
of Government troops in the Northwest, 
acknowledges the wisdom of Communist 
strategy in mobilizing the people to fight 
for their homes. 

“The organizing ability of the Com- 
munists is very great,” he says. “They 
are widely scattered among the people 
and are persuasive in their propaganda. 
It’s their organization of the villagers 
and farmers that enables them to carry 
on guerrilla activities wherever they 
operate.” 

How the Communists, vastly inferior 
in numbers and in arms, have been able 
to fight a successful war against the 
- Nationalist armies has mystified many 
armchair strategists viewing the civil 
war from afar. 

American military officials in Nanking 
and Peiping who have studied this war 
at first hand say that it is no mystery. 
The answer, they say, lies mainly in the 


difference in the morale and the strategy 
of the two armies. 

In sharp contrast with the reception 
given the contingent of Nationalist 
troops was the welcome for Communist 
troops described by an American in the 
Communist area. 

“Even the most strenuous of torced 
m..cches take on the atmosphere of a 

iumphal. procession,” he wrote. “Each 
village along the way acquires a carnival 
air. The villagers stay up to greet the 
troops and speed them on their way with 
slogans, songs, cigarettes and boiled 
drinking water.” 

Chiang Kai-shek now ostensibly carries 
out an all-out mobilization program. 
Signs are posted in Shanghai cafes cau- 
tioning patrons to refrain from discussing 
military affairs. Garrison commanders 
are actively imposing martial law. 

Chiang is trying to mobilize an addi- 
tional two million troops to quell the 
rebellion by the “Communist bandits,” 
the description all newspapers have been 
ordered to use in referring to the Com- 
munist Army. 

Conscription, however, is politically 
explosive. You see little enthusiasm for 
the war in the cities and even less in the 
rural areas, which have supplied the 
bulk of Nationalist troops. 

Government officials are trying to fill 
troop quotas by what they call “volun- 
tary conscription.” Each province and 
village is given a quota and the headman 
is supposed to fill it. The families of re- 
cruits are given a monetary grant equiva- 
lent to $15 to $20. 

Shanghai, with a population of four 
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and one-half million, has been assigned 
a quota of only 3,005 recruits. 

“Voluntary conscription” is under way 
in the rural areas, and a continuous 
stream of draftees has been passing 
through Shanghai toward the front. The 
China Press, an English-language news- 
paper, provided a clue to the conscrip- 
tion methods sometimes employed by 
Army commanders who must replace 
losses. The newspaper reported that a 
number of conscripts escaped while wait- 
ing on the Shanghai wharves to board 
a ship for the north. 

“Officers in charge of the recruits,” 
it said, “therefore allegedly seized at ran- 
dom a number of young men in wayside 
districts to fill in the vacancies. They 
shaved the heads of the seized men and 
press-ganged them into service.” 

“Conscript brokers,” hired by unit 
commanders, secure recruits by offering 
gullible youngsters monetary induee- 
ments, or by subterfuge. Forcible seizure 
of able-bodied men for sale to the Army 
is not uncommon. Almost daily Shanghai 
papers report the disappearance of young 
men “of conscription age.” 

Escape from military service can be 
bought through exemption certificates. 
In Shanghai, where 250,000 men are 
subject to conscription, almost 80 per 
cent applied for exemption. They must 
pay sums ranging from 20,000 to 100,000 
Chinese dollars—the equivalent of 50 
cents in U.S. money. 

During World “4 :r II, I saw Chinese 
troops in Burma «i:) had been trained 
by American offic:--. They were by no 
means the best tro « - in the world. But 
they were a fairl’ -:1art and relatively 
well-disciplined o1-'':. They were a far 
cry from the pathe -.: contingents of Chi- 


nese soldiers who «.1 be seen shuffling 
through the streets. of Shanghai headed 
for the front up north. 


J. F. 
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DETROIT 
The Ford Motor Co. has postponed construction of a new 
assembly plant at Sao Paulo, Brazil, pending settlement of 
questions arising from the Brazilian Government’s action in 
limiting profits that may be taken out of the country. Ford 
will continue to operate its present plant at Sio Paulo. The 
company is going ahead with plans to modernize its plant in 
Mexico City, but will limit expansion because of Mexico's re- 
striction on the number of automobiles that may be assembled 
from imported parts. Ford of England is preparing to mod- 
ernize its plant at Dagenham. 
© 0 Oo 
PARIS 
Perfume exporters in France were unable to fill record pre- 
Christmas orders from the U.S. because strikes delayed ship- 
ments. The Caron Corp. lost an estimated $500,000 in sales 
when 80 cases of perfume were held up between Paris and 
Le Havre. Three cases were shipped by air to New York to 
keep supplies moving. Total value of the perfume trade in the 
United States is expected to return to the prewar normal. of 
$500 million a year as against a wartime peak of $700 million. 
© 0 0 
LONDON 
To save dollars, British Overseas Airways will close its 
Baltimore base and will transfer its North Atlantic base from 
Montreal to Bristol, England. Beginning January 15, BOAC 
will operate Lockheed Constellations on five flights a week 
between New York and London, two a week between Mont- 
real and London, and three a week between New York and 
Bermuda, via Baltimore. 
°° Oo 
FRANKFURT 
Two American companies now writing insurance for Amer- 
icans here are planning to insure Germans when currency ar- 
rangements are completed. Both are counting on permanent 
business, especially in marine insurance. Insurance Co. of 
North America, of Philadelphia, and American International 
Underwriters Corp., of Newark, N. J., came to Germany to 
handle automobile insurance for the 25,000 cars under U. S. 
registry, but now write other types as well. 
© 0 0 
BUCHAREST 
The Official Gazette announced that the Romanian Ministry 
of Industry and Commerce has been ordered to take over the 
Astra Romana and Unirea oil companies, owned respectively 
by Royal Dutch Shell and Phoenix Oil and Transport, both 
British firms. Astra Romana was accused of taking oil illegally 
from Government-owned subsoil and with failure to increase 
production. Unirea was charged with having failed to carry 
out its drilling plans in 1947. 
© 0 Oo 
NEW YORK 
Radio Corp. of America is helping the Chinese Govern- 
ment’s Radio Administration to install automatic transmitting 
and receiving equipment at Shanghai and several other cities. 
The Shanghai station, when completed, will have automatic 
extensions to Nanking and other cities and will be able to 
handle 100 branch lines. 
° 0 0 
FRANKFURT 
Syndicates from the United States and Britain will be per- 
mitted to negotiate in February with eight German firms fo: 
distribution of motion pictures in Germany. U. S. and British 
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News Dispatches on Business 


military governments have controlled the film industry since 
the occupation began. Licensed firms are the Motion Picture 
Export Association, Inc., New York, representing American 
companies, and Eagle-Lion Distributors, Ltd., of London. The 


_German licensees are in Berlin, Stuttgart and Hamburg. For 


the present, British and American interests will accept pay- 
ment in marks, which will accumulate in Germany. 
© 0 Oo 
MOSCOW 
The Soviet Ministry of the Motor and Tractor Industry has 
announced that retail displays soon will be opened in Moscow, 
Leningrad, Minsk, Baku and Kiev. The show rooms, the first 
retail outlets of Russia’s motor industry, will sell spare parts 
for automobiles, motorcycles and bicycles. 
° 0 0 
CAIRO 
Anglo-Egyptian Oilfields and the Socony-Vacuum Oil Co. 
are bringing into production a new oil field on the Sinai Penin- 
sula near Suez. The two companies will share equally in the 
output. Five of the six wells that have been drilled are produc- 
ing a total of 5,000 barrels a day. The crude oil will be re- 
fined at the Suez refinery of Anglo-Egyptian Oil Co. 
© 0 Oo 
MEXICO CITY 
World demand for agricultural machinery made in the 
United States has delayed deliveries to Mexican farmers whose 
cattle were slaughtered in the campaign against foot-and- 
mouth disease. The Mexican Association of Machine Import- 
ers has asked U.S. manufacturers to increase their quotas for 
Mexico to meet the emergency. Manufacturers serving the 
Mexican market included John Deere, Allis-Chalmers, Cater- 
pillar Tractor, Avery, Massey-Harris, Fordson, Bolens, Farm- 
aid and Centaur. International Harvester Co. has a plant in 
Saltillo, Mex., which manufactures implements but not motor- 
ized machinery. 
°° Oo 
DALLAS 
An American company will assist Argentina in its expanded 
hunt for oil. Yacimientos Petroliferos Fiscales, an agency of 
the Argentine Government, has engaged the Drilling and Ex- 
ploration Co., Inc., of Dallas, to drill 40 wells. 
° 0 Oo 
MIAMI 
TACA, Central American air line, has increased its passen- 
ger and freight flights from Miami to Havana, Belize and San 
Salvador, from two a week to six. TACA also operates two 
flights a week from New Orleans to San Salvador. Connections 
are made at Belize for Guatemala and at San Salvador for 
Honduras, Nicaragua and Panama. 
°° Oo 
SOUTHAMPTON 
The “Air Horse,” first cargo helicopter built in Britain, is 
nearing completion at the Cierva Autogiro plant here. The 
craft is designed to carry three tons of freight or 24 passengers. 
It has a cruising speed of 116 miles an hour and a maximum 
speed of 154 miles an hour. A Rolls Royce 1,640-horsepower 
engine drives the three rotors. A smaller version of the “Air 
Horse” will carry 1% tons of freight or 12 passengers. 
o 0a 0 
NEW YORK 
Bakelite de Mexico, S. A., subsidiary of the Bakelite Corp.., 
has begun production of phenolic moulding materials for the 
Mexican market at its newly completed plant in Monterrey. 


Operations Throughout the World 


The Mexican company also acts as sales agent for all bakelite 
products imported from’ the U.S. Another new plant under 
construction for Bakelite, at Belleville, Ontario, will supple- 
ment production of the Toronto factory of the Bakelite Co. 
(Canada), Ltd. 
© 0 Oo 
NEW YORK 
The Tropical Oil Co. of Colombia soon will put into service 
a pipe line trom its Barranca Kermeja refinery to Puerto Berrio, 
60 miles up the Magdalena River, permitting shipments re- 
gardless of the river's level. Under consideration is an addi- 
tional 114-mile pipe line to connect Puerto Berrio and Medel- 
lin, capital of the Depa: ment of Antioquia. Tropical is a sub- 
sidiary of International Petroleum Co., of Canada. 
© 0 Oo 
ROME 
Pepsi-Cola is planning to open bottling plents and sales 
agencies in Italy. Warburton C. Webb, representative of the 
Pepsi-Cola Co., Long Island City, N. Y., is making a survey 
in Italy. Rome, Milan, Naples and Palermo are being consid- 
ered as plaut sites. 
° Oo 
NEW ORLEANS 
The Gulf and South American Steamship Co., Inc., has 
begun to provide freight service every two weeks between 
New Orleans and other Gulf ports and principal ports on the 
west coast of South America. To form the new line, Lykes 
Bros. Steamship Co., Inc., and Grace Line, Inc., combined 
their individual operations between Gulf ports and the Cen- 
tral and South American area. 
© 0 0 
MEXICO CITY 
Scheduled passenger flighis between Mexico City and Lis- 
bon and Madrid will be started January 8 by Aerovias Guest, 
S. A., a Mexican company with U.S. canital. After the first 
few weeks, the company plans to schedule regular weekly 
fights. One Constellation will be available for service im- 
mediately, and others have been ordered from Lockheed for 
delivery in April. 
° 0 Oo 
NEW YORK 
Sailings fo South America by the Moore-McCormack Lines’ 
“Good Neighbor” ships will be resumed with the departure of 
the Argentina from New York on January 15. The Argentina 


has been rebuilt and modernized at the Brooklyn shipyard of 
the Bethlehem Steel Co. The Uruguay is scheduled to return 
to service in February and the Brazil in March. 
© 0° Oo 
ROME 
The Kaiser-Frazer Corp. has completed arrangements for 
Amerital Trading Co., Ltd., here to handle importation and 
sale of Kaiser and Frazer automobiles and other products. 
°° Oo 
NEW YORK 
To improve its banking and travel services to American 
troops and civilians in Germany, the American Express Co. 
has opened offices in Stuttgart aud Regensburg, and a second 
office in Berlin. Another is planned for Augsburg. American 
Express now has 17 offices in Germany and Austria. 
° 0 Oo 
LONDON 
The J. Arthur Rank Organization, with interests in motion 
pictures, theaters and radio manufacturing in Great Britain, is 
seeking to enter the television business in Canada. Officials of 
Cinema Television, which manufactures cameras and trans- 
mitting equipment, and Bush Radio, which produces radio 
receivers, are negotiating with the Canadian Broadcasting 
Corp. Rank’s chief interest is reported to be in television pro- 
grams for movie theaters. 
°° Oo 
NEW YORK 
The Argentine State Railways will buy 95 Diesel-electric 
locomotives during the next three years through General 
Electric S.A. Argentina. The contract calls for deliveries, 
beginning early in 1949, of 60 single-unit and 35 double-unit 
engines, with spare parts, at a cost of $18 million. The 
locomotives are of three types, ranging from 70 to 170 tons 
in size, and will be manufactured at General Electric’s 
Erie, Pa., works. 
° 0 Oo 
NEW ORLEANS 
The Loide-Venezuela, the hundredth ship built by Ingalls 
Shipbuilding Corp., of Pascagoula, Miss., has been launched 
for South American service. The 12,000-ton vessel is the 
twelfth in a fleet of 14 being built for Lloyd Brasileiro, the 
Brazilian Government's steamship line. Ingalls is credited 
with building more than 30 per cent of the merchant vessels 
now under construction in the United States. 
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THE LATECOERE 631: Air France’s newest and biggest flying boat, now in service between France and the West Indies 
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BLUEPRINT OF LONG-TERM AID TO EUROPE 


President Truman’s message to Congress on the Marshall Plan 


(Full text of President Truman’s message to Congress 
on the Marshall Plan, Dec. 19, 1947.) 


A PRINCIPAL CONCERN Of the people of the United States is 
the creation of conditions of enduring peace throughout 
the world. In company with other peace-loving nations, the 
United States is striving to insure that there will never be a 
World War III. In the words of the Charter of the United 
Nations, we are “determined to save succeeding generations 
from the scourge of war.” 

We seek lasting peace in a world where freedom and justice 
are secure and where there is equal opportunity for the eco- 
nomic well-being of all peoples. 

To this end, the United States played a leading role in the 
founding of the United Nations. We have supported that 
organization at all times to the best of our ability, and we 
have advanced a number of proposals for increasing its effec- 
tiveness in maintaining peace and security and in establishing 
the economic, social and moral foundations of peace. 

We are working in the United Nations toward the limitation 
and control of armaments and, in a step without precedent or 
parallel, have offered to place our most powerful weapon 
under international control provided that other nations agree 
to effective and enforceable safeguards against its use for 
destructive purposes. 

The United States, in the conviction that a prerequisite to 
peace in the future is the just settlement of past differences, 
has labored to obtain fair and workable treaties of peace for 
former enemy states so that they may resume their places in 
the family of nations. 

The United States has taken the lead in world-wide efforts 
to promote industrial and agricultural reconstruction and a 
revival of world commerce, for we know that enduring peace 
must be based upon increased production and an expanding 
flow of goods and materials among nations for the benefit of all. 

Since the surrender of the Axis powers, we have provided 
more than $15 billion, in the form of grants and loans, for aid 
to victims of the war, to prevent starvation, disease, and suffer- 
ing; to aid in the restoration of transportation and communica- 
tions; and to assist in rebuilding war-devastated economies. 
This assistance has averted stark tragedy and has aided prog- 
ress toward recovery in many areas of the world. 

In these and many other ways, the people of the United 
States have abundantly demonstrated their desire for world 
peace and the freedom and well-being of all nations. 

We must now make a grave and significant decision relating 
to our further efforts to create the conditions of peace. We 
must decide whether or not we will complete the job of help- 
ing the free nations of Europe to recover from the devasta- 
tion of the war. Our decision will determine in large part the 
future of the people of that continent. It will also determine in 
large part whether the free nations of the world can look for- 
ward with hope to a peaceful and prosperous future as .inde- 
pendent states, or whether they must live in poverty and in 
fear of selfish totalitarian aggression. 

It is of vital importance to the United States that European 
recovery be continued to ultimate success. The American tra- 
dition of extending a helping hand to people in distress, our 
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concern for the building of a healthy world economy which 
can make possible ever-increasing standards of living for our 
people, and our overwhelming concern for the maintenance of 
a civilization of free men and free institutions, all combine to 
give us this great interest in European recovery. 

The people of the United States have shown, by generous 
contributions since the end of hostilities, their great sympathy 
and concern for the many millions in Europe who underwent 
the trials of war and enemy occupation. Our sympathy is 
undiminished, but we know that we cannot give relief indefi- 
nitely, and so we seek practical measures which will eliminate 
Europe’s need for further relief. 

Considered in terms of our own economy, European recov- 
ery is essential. The last two decades have taught us the bitter 
lesson that no economy, not even one so strong as our Own, 
can remain healthy and prosperous in a world of poverty 
and want. 

In the past, the flow of raw materials and manufactured 
products between Western Europe, Latin America, Canada 
and the United States has integrated these areas in a great 
trading system. In the same manner, Far Eastern exports to 
the United States have helped pay for the goods shipped 
trom Europe to the Far East. Europe is thus an essential part 
of a world trading network. The failure to revive fully this vast 
trading system, which has begun to function again since the 
end of the war, would result in economic deterioration 
throughout the world. The United States, in common with 
other nations, would suffer. 

Our deepest co -ern with European recovery, however, is 
that it is essentia! t’ the maintenance of the civilization in 
which the American way of life is rooted. It is the only assur- 
ance of the continued independence and integrity of a group 
of nations who constitute a bulwark for the principles of free- 
dom, justice and the dignity of the individual. 

The economic plight in which Europe now finds itself has 
intensified a political struggle between those who wish to 
remain free men living under the rule of law and those who 
would use economic distress as a pretext for the establishment 
of a totalitarian state. 

The next few years can determine whether the free coun- 
tries of Europe will be able to preserve their heritage of free- 
dom. If Europe fails to recover, the peoples of these countries 
might be driven to the philosophy of despair—the philosophy 
which contends that their basic wants can be met only by the 
surrender of their basic rights to totalitarian control. 

Such a turn of events would constitute a shattering blow to 
peace and stability in the world. It might well compel us to 
modify our own economic system and to forego, for the sake 
of our own security, the enjoyment of many of our freedoms 
and privileges. 

It is for these reasons that the United States has so vital an 
interest in strengthening the belief of the people of Europe 
that freedom from fear and want will be achieved under free 
and democratic governments. 

The end of the fighting in Europe left that continent physi- 
cally devastated and its economy temporarily paralyzed. The 
immediate problem was to prevent widespread starvation and 
disease and to make a start toward economic recovery. In the 














first year and a half after V-E Day, the people of Western 
Europe, by their own diligent efforts and with the aid of the 
United States and other nations, made remarkable progress 
toward these objectives. 

At the beginning of 1947, however, they were still short of 
the goal of economic recovery. Their difficulties were greatly 
increased during the present year, chiefly by a bitter winter 
followed by floods and droughts, which cut Western Europe’s 
grain crop to the lowest figure in generations and hampered 
production of many other products. 

Nevertheless, it was clear by last spring that Europe had 
achieved sufficient political and economic stability to make 
possible an over-all plan for recovery. 

European recovery is essentially a problem for the nations 
of Europe. It was therefore apparent that it could not be 
solved, even with outside aid, unless the European nations 
themselves would find a joint solution and accept joint respon- 
sibility for its execution. Such a co-operative plan would serve 
to release the full productive resources of Europe and provide 
a proper basis for measuring the need and effectiveness of 
further aid from outside Europe, and in particular from the 
United States. 

These considerations led to the suggestion by the Secretary 
of State on June 5, 1947, that further help from the United 
States should be given only after the countries of Europe had 
agreed upon their basic requirements and the steps which 
they would take in order to give proper effect to additional 
aid from us. 

In response to this suggestion, representatives of 16 Euro- 
pean nations assembled in Paris in July, at the invitation of 
the British and French governments, to draw up a co-operative 
program of European recovery. They formed a Committee of 
European Economic Co-operation. The countries represented 
were: Austria, Belgium, Denmark, France, Greece, Iceland, 
Ireland, Italy, Luxembourg, the Netherlands, Norway, Portu- 
gal, Sweden, Switzerland, Turkey and the United Kingdom. 
Although Western Germany was not formally represented 
on the committee, its requirements as well as its ability to 
contribute to European economic recovery were considered 
by the committee. 

The report of the European committee was transmitted to 
the Government of the United States late in September. The 
report describes the present economic situation of Europe and 
the extent to which the participating countries can solve their 
problem by individual and joint efforts. After taking into 
account these recovery efforts, the report estimates the extent 
to which the 16 countries will be unable to pay for the im- 
ports they must have. 

The report points out that the peoples of Western Europe 
depend for their support upon international trade. It has been 
possible for some 270 million people, occupying this relatively 
small area, to enjoy a good standard of living only by manu- 
facturing imported raw materials and exporting the finished 
products to the rest of the world. They must also import food- 
stuffs in large volume, for there is not enough farm land in 
Western Europe to support its population even with intensive 
cultivation and with favorable weather. They cannot produce 
adequate amounts of cotton, oil and other raw materials. Un- 
less these deficiencies are met by imports, the productive 
centers of Europe can function only at low efficiency, if at all. 

In the past, these necessary imports were paid for by exports 
from Europe, by the performance of services such as shipping 
and banking, and by income from capital investments abroad. 
All these elements of international trade were so badly dis- 
rupted by the war that the people of Western Europe have 
been unable to produce in their own countries, or to purchase 
elsewhere, the goods essential to their livelihood. Shortages of 
raw materials, productive capacity, and exportable commodi- 
ties have set up vicious circles of increasing scarcities and 
lowered standards of living. 

The economic recovery of Western European countries 
depends upon breaking through these vicious circles by in- 


creasing production to a point where exports.and services can 
pay for the imports they must have to live. The basic problem 
in making Europe self-supporting is to increase European 
production. 

The 16 nations presented in their report a recovery program 
designed to enable them, and Western Germany, to become 
economically self-supporting within a period of four years 
and thereafter to maintain a reasonable minimum standard 
of living for their people without special help from others. 
The program rests upon four basic points: 

(1) A strong production effort by each of the partici- 
pating countries. 

(2) Creation of internal financial stability by each country. 

(3) Maximum and continuing co-operation among the 
participating countries. 

(4) A solution of the problem of the participating coun- 
tries’ trading deficit with the American continents, particu- 
larly by increasing European exports. 

The nations represented on the European committee agreed 
at Paris to do everything in their power to achieve these four 
aims. They agreed to take definite measures leading to finan- 
cial, economic and monetary stability, the reduction of trade 
barriers, the removal of obstacles to the free movement of 
persons within Europe, and a joint effort to use their common 
resources to the best advantaye. 

These agreements are a source of great encouragement. 
When the representatives of 16 sovereign nations, with diverse 
peoples, histories and institutions, jointly determine to achieve 
closer economic ties among themselves and to break away 
from the self-defeating actions of narrow nationalism, the 
obstacles in the way of recovery appear less formidable. 

The report takes into account the productive capacities of 
the participating nations and their ability to obtain supplies 
from the self-defeating actions of narrow nationalism, the 
possibilities of obtaining funds through the International Bank 
for Reconstruction and Development, through private invest- 
ment, and in some instances by the sale of existing foreign 
assets. The participating countries recognized that some com- 
modities, particularly food, will remain scarce for years to 
come, and the diet they have set as their goal for 1951 is less 
adequate in most cases than their prewar diet. The report 
assumes that many countries will continue restrictions on the 
distribution of shortage items such as food, clothing and fuel. 

When all these factors had been considered, the European 
committee concluded that there will still be a requirement for 
large quantities of food, fuel, raw materials and capital equip- 
ment for which the financial resources of the participating 
countries will be inadequate. With successful execution of the 
European recovery program, this requirement will diminish 
in each of the four years ahead, and the committee anticipated 
that by 1952 Europe could again meet its needs without 
special aid. 

The problem of economic recovery in Western Europe is 
basically of the character described in the report of the 16 
nations. A successful European recovery program will depend 
upon two essentials. The first is that each nation separately 
and all the nations together should take vigorous action to help 
themselves. The second essential is that sufficient outside aid 
should be made available to provide the margin of victory for 
the recovery program. 

The necessary imports which the 16 countries cannot finance 
without assistance constitute only a small proportion, in terms 
of value, of their total national production—some 5 per cent 
over the four years of the program. These imports, however, 
are of crucial importance in generating recovery. They repre- 
sent the difference between ever-deepening stagnation and 
progressive improvement. 

Most of the necessary outside aid, if it is to come at all, 
must come from the United States. It is a simple fact that we 
are the only nation with sufficient economic strength to bridge 
the temporary gap between minimum European needs and 
war-diminished European resources. 
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We expect that other countries which have it within their 
power will also give what assistance they can to Europe. 
Canada, for example, has been lending assistance to Europe 
fully as great in proportion to its capacity as that which we 
have given. We also expect that international institutions, par- 
ticularly the International Bank, will provide such assistance 
as they can within their charters. But the fact remains—only 
the United States can provide the bulk of the aid needed by 
Europe over the next four years. 

It is necessarily a complex and difficult task to determine 
the extent and nature of this aid. 

In some respects, the situation has changed significantly 
since the report of the 16 countries was completed. Some of 
these changes have been unfavorable, including price in- 
creases in the United States and other countries where Europe 
makes purchases, a serious drought in Europe, and aggressive 
activities by Communists and Communist-inspired groups 
aimed directly at the prevention of European recovery. 

There have also been favorable changes. In the last few 
months coal production in the Ruhr district of Western Ger- 
many has increased from 230,000 tons a day to 290,000 tons 
a day. Similarly, coal production in the United Kingdom has 
risen markedly in recent weeks. Iron and steel production has 
correspondingly increased. Such increases in production, which 
lie at the heart of industrial recovery, are of far-reaching im- 
portance. 

Further changes in the situation, now unpredictable, are to 
be expected as European recovery progresses. 

All our plans and actions must be founded on the fact that 
the situation we are dealing with is flexible and not fixed, and 
we must be prepared to make adjustments whenever necessary. 

Weather conditions will largely determine whether agricul- 
tural goals can be met. 

Political events in Europe and in the rest of the world can- 
not be accurately foreseen. We must not be blind to the fact 
that the Communists have announced determined opposition 
to any effort to help Europe get back on its feet. There will 
unquestionably be further incitements to strike, not for the 
purpose of redressing the legitimate grievances of particular 
groups, but for the purpose of bringing chaos in the hope that 
it will pave the way for totalitarian control. 

On the other hand, if confidence and optimism are re- 
established soon, the spark they provide can kindle united 
efforts to a degree which would substantially accelerate the 
progress of European recovery. 

Despite these many imponderables, the dimensions of the 
necessary assistance by the United States can now be deter- 
mined within reasonable limits. We can evaluate the probable 
success of a bold concept of assistance to the European econ- 
omy. We can determine the principles upon which American 
aid should be based. We can estimate the probable magnitude 
of the assistance required and judge whether we can, safely 
and wisely, provide that assistance. 

Extensive consideration has been given to these problems. 
Congressional committees and individual members of the 
Congress have studied them at home and abroad during the 
recent congressional recess. The report of the European na- 
tions has been carefully analyzed by officials of our Govern- 
ment. Committees of the executive branch and a group of dis- 
tinguished private citizens have given their best thought to the 
relationship between Europe’s needs and our resources. 

In the light of all these factors, an integrated program for 
United States aid to European recovery has been prepared for 
submission to tae Congress. 

In developing this program, certain basic considerations 
have been kept in mind: 

First, the program is designed to make genuine re- 
covery possible within a definite period of time, and not 
merely to continue relief indefinitely. 

Second, the program is designed to insure that the 
funds and goods which we furnish will be used most 
effectively for European recovery. 


34 © WORLD REPORT 


Third, the program is designed to minimize the finan- 
cial cost to the United States, but at the same time to 
avoid imposing on, the European countries crushing finan- 
cial burdens which they could not carry in the long run. 

Fourth, the program is designed with due regard for 
conserving the physical resources of the United States 
and minimizing the impact on our economy of furnishing 
aid to Europe. 

Fifth, the program is designed to be consistent with 
other international relationships and responsibilities of 
the United States. 

Sixth, the administration of the program is designed to 
carry out wisely and efficiently this great enterprise of our 
foreign policy. 

I shall discuss each of these basic considerations in turn. 

The program is designed to assist the participating Euro- 
pean countries in obtaining imports essential to genuine eco- 
nomic recovery which they cannot finance from their own 
resources. It is based on the expectation that with this assist- 
ance European recovery can be substantially completed in 
about four years. 

The aid which will be required from the United States for 
the first 15 months—from April 1, 1948, to June 30, 1949—is 
now estimated at $6,800,000,000. 

These funds represent careful estimates of the cost of the 
goods and services which will be required during this period 
to statt Europe on the road to genuine economic recovery. 
The European requirements as they were stated in the Paris 
report have been closely reviewed and scaled downward 
where they appeared to include nonessentials or where limited 
supplies will prevent their full satisfaction. 

The requirements of the remaining three years of the pro- 
gram are more difficult to estimate now, but they are expected 
to decrease year by year as progress is made toward recovery. 
Obviously, price changes, weather and crop conditions and 
other unpredictable factors will influence the over-all cost of 
our aid. Nevertheless, the inherent nature of this enterprise 
and the long-range planning necessary to put it into effect on 
both sides of the Atlaritic require that this Government indi- 
cate its plans for the duration and the general magnitude of 
the program, without committing itself to specific amounts 
in future years. The best estimates we can now make indicate 
that appropriations of about $10,200,000,000 will be required 
for the last three years. 

I recommend that legislation providing for United States 
aid in support cf the European recovery program authorize 
the appropriation of $17 billion from April 1, 1948, to June 30, 
1952. Appropriation for the period from April 1, 1948, to 
June 30, 1949, should be made in time for the program to be 
put into effect by April 1, 1948. Appropriations for the later 
years should be considered subsequently by the Congress on 
an annual basis. 

The funds we make available will enable the countries of 
Europe to purchase goods which will achieve two purposes— 
to lift the standard of living in Europe closer to a decent level, 
and at the same time to enlarge European capacity for pro- 
duction. Our funds will enable them to import grain for cur- 
rent consumption, and fertilizer and agricultural machinery 
to increase their food production. They will import fuel for 
current use, and mining machinery to increase their coal out- 
put. In addition, they will obtain raw materials, such as cotton, 
for current production, and some manufacturing and transpor- 
tation equipment to increase their productive capacity. 

The industrial goods we supply will be primarily to relieve 
critical shortages at a few strategic points which are now cur- 
tailing the great productive powers of Europe’s industrial 
system. 

The fundamental objective of further United States aid to 
European countries is to help them achieve economic self- 
support and to contribute their full share to a peaceful and 
prosperous world. Our aid must be adequate to this end. If we 
provide only half-hearted and half-way help, our efforts will 





be dissipated and the chances for political and economic sta- 
bility in Europe are likely to be lost. 

A second basic consideration with regard to this program 
is the means by which we can insure that our aid will be used 
to achieve its real purposes—that our goods and our dollars 
will contribute most effectively to European recovery. Appro- 
priate agreements among the participating countries and with 
the United States are essential to this end. 

At the Paris Conference the European nations pledged 
themselves to take specific individual and co-operative actions 
to accomplish genuine recovery. While some modification or 
amplification of these pledges may prove desirable, mutual 
undertakings of this nature are essential. They will give unity 
of purpose and effective co-ordination to the endeavors of the 
peoples of the 16 nations. 

In addition, each of the countries receiving aid will be ex- 
pected to enter into an agreement with the United States 
affirming the pledges which it has given to the other partici- 
pating countries, and making additional commitments. 

Under these agreements, each country would pledge itself 
to take the following actions, except where they are inapplica- 
ble to the country concerned: 

(1) To promote increased industrial and agricultural 
production in order to enable the participating country 
to become independent of abnormal outside economic 
assistance. 

(2) To take financial and monetary measures neces- 
sary to stabilize its currency, establish or maintain a 
proper rate of exchange, and generally to restore or main- 
tain confidence in its monetary system. 

(3) To co-operate with other participating countries 
to reduce barriers to trade among themselves and with 
other countries, and to stimulate an increasing inter- 
change of goods and services. 

(4) To make efficient use, within the framework of a 
joint program for European recovery, of the resources of ° 
the participating country, and to take the necessary steps 
to assure efficient use in the interest of European eco- 
nomic recovery of all goods and services made available 
through United States aid. 

(5) To stimulate the production of specified raw mate- 
rials, as may be mutually agreed upon, and to facilitate 
the procurement of such raw materials by the United 
States for stockpiling purposes from the excess above the 
reasonable domestic usage and commercial export re- 
quirements of the source country. 

(6) To deposit in a special account the local currency 
equivalent of aid furnished in the form of grants, to be 
used only in a manner mutually agresd between the two 
governments. 

(7) To publish domestically and to furnish to the 
U.S. appropriate information concerning the use made 
of our aid and the progress made under the agreements 
with other participating countries and with the U.S. 
The United States will, of course, retain the right to deter- 

mine whether aid to any country is to: be continued if our 
previous assistance has not been used effectively. 

A third basic consideration in formulating the program of 
Uaned States aid relates to the financial arrangements under 
which our aid is to be provided. 

One of the problems in achieving the greatest benefit from 
United States aid is the extent to which funds should be made 
available in the form of grants as contrasted with loans. It is 
clear that we should require repayment to the extent that it is 
feasible and consistent with the objectives of the program, in 
order that no unnecessary burden be imposed upon the people 
of the United States. It is equally clear that we should not 
require repayment where it would impose paralyzing finan- 
cial obligations on the people of Europe and thus defeat the 
basic purpose of making Europe self-supporting. 

Recovery for Europe will not be achieved until its people 
are able to pay for their necessary imports with foreign ex- 


change obtained through the export of goods and services. If 
they were to have additional burdens to bear in the form of 
interest and amortization payments in future years, they would 
have to plan for an even higher level of exports to meet these 
obligations. This would necessarily increase the requirements 
of the recovery program, and delay the achievement of eco- 
nomic stability. 

It is also important that an increasing portion of the finan- 
cial needs of Europe be met by dollar loans from the Inter- 
national Bank, and by the revival of private financing. This 
prospect would be seriously jeopardized if the United States, 
as part of the recovery program, were to impose all that the 
traffic will bear in the form of debt obligations. 

I recommend that our aid should be extended partly in the 
form of grants and partly in the form of loans, depending pri- 
marily upon the capacity of each country to make repayments, 
and the effect of additional international debt upon the 
accomplishment of genuine recovery. No grants should be 
made to countries able to pay cash for all imports or to re- 
pay loans. 

At a later date it may prove desirable to make available to 
some of the European countries special loans to assist them 
in attaining monetary stability. I am not now requesting 
authorization for such loans, since it is not possible at this 
time to determine when or to what extent such loans should 
be made. 

As economic conditions in Europe improve and _ political 
conditions become more stable, private financing can be 
expected to play an increasingly important role. The recom- 
mended program of United States aid includes provisions to 
encourage private financing and investments 

A fourth basic consideration is the effect of further aid for 
Europe upon the physical resources of the United States and 
upon our economy. 

The essential import requirements of the 270 million people 
of Western Europe cover a wide range of products. Many of 
these requirements can be met by the United States and other 
countries without substantial difficulty. However, a number of 
the commodities which are most essential to European recov- 
ery are the same commodities for which there is an unsatisfied 
demand in the United States. 

Sharing these commodities with the people of Europe will 
require some self-denial by the people of the United States. 
I believe that our people recognize the vital importance of 
our aid program and are prepared to share their goods to in- 
sure its success. 

While the burden on our people should not be ignored or 
minimized, neither should it be exaggerated. The program of 
aid to Europe which I am recommending is well within our 
capacity to undertake. 

Its total cost, though large, will be only about 5 per cent 
of the cost of our effort in the recent war. 

It will cost less than 3 per cent of our national income dur- 
ing the life of the program. 

As an investment toward the peace and security of the 
world and toward the realization of hope and confidence in a 
better way of life for the future, this cost is small indeed. 

A committee under the chairmanship of the Secretary of 
the Interior was appointed last summer to study the effect of 
a foreign aid program upon the natural resources of our 
country. Its study has sho..n that our resources can safely 
meet the demands of a program such as I am now recom- 
mending. Such demands could not, however, be supplied in- 
definitely. Our program of aid to Europe recognizes this fact. 
Our exports to Europe will decrease during the succeeding 
years of the program as trade is revived along realistic patterns 
which will make available from other sources an increasing 
share of Europe’s requirements. 

Actually, our position with respect to some raw materials 
of which we have inadequate domestic resources will be im- 
proved since, under our program of aid to Europe, an increased 
amount of these materials will be made available to us. 
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During recent months the Council of Economic Advisers 
made an intensive study of the impact of foreign aid on our 
domestic economy. The council concluded that a program of 
the size now contemplated is well within our productive 
capacity and need not produce a dangerous strain on our 
economy. , 

At the same time, a group of distinguished private citizens 
under the chairmanship of the Secretary of Commerce consi(- 
ered the extent and nature of foreign aid which the United 
States can and should provide. The conclusion of this group 
was that a program of the scope I am recommending is a 
proper, wise and necessary use of United States resources. 

The reports submitted to me by the Council of Economic 
Advisers and the committees under the chairmanship of the 
Secretary of the Interior and the Secretary of Commerce all 
emphasized that specific measures should be taken to prevent 
our foreign aid program from imposing unnecessary burdens 
on our economy. 

If the United States were to supply from its own production 
all the essential commodities needed to meet European re- 
quirements, unnecessary scarcities and unnecessary inflation- 
ary pressures would be created within our economy. It is far 
wiser to assist in financing the procurement of certain of these 
commodities from other countries, particularly the other food- 
producing countries in the Western Hemisphere. The funds 
we make available to aid European recovery, therefore, should 
not be restricted to purchases within the United States. 

Under the proposed program of aid to Europe, the total 
exports to the whole world from this country during the next 
year are expected to be no greater than our total exports dur- 
ing the past 12 months. 

This level of exports will nevertheless have an important 
impact on our markets. The measures I have already proposed 
to the Congress to fight general domestic inflation will be 
useful, as well, in cushioning the impact of the European aid 
program. 

The effect of aid to Europe upon our economy, as well as 
its financial cost, will be significantly affected by the arrange- 
ments we make for meeting shipping requirements. 

The interest of the United States will be served best by 
permitting the sale or temporary transfer of some of our war- 
built merchant ships to the European countries. Because of 
world steel shortages, the sale or temporary transfer of ships 
should be linked with a reduction or deferment of the pro- 
jected shipbuilding schedules of the participating countries. 
These arrangements should be consistent with their long- 
range merchant marine requirements. They should also be 
consistent with our long-range objectives on maintaining an 
adequate merchant marine and shipbuilding industry for the 
United States. 

Making these vessels available to the European countries 
will materially reduce the cost of United States aid both for 
lowering shipping costs and by reducing the use of scarce 
materials for new ship construction overseas. 

A fifth basic consideration is the relationship of our aid to 
the European recovery program to other international ques- 
tions. : 

I have already mentioned that the requirements and re- 
sources of Western Germany were included in the considera- 
tions of the 16 countries at Paris. Our program of United 
States aid also includes Western Germany. 

The productive capacity of the highly industrialized areas 
of Western Germany can contribute substantially to the gen- 
eral co-operative effort required for European recovery. It is 
essential that this productive capacity be effectively utilized, 
and it is especially important that the coal production of the 
Ruhr continue to increase rapidly. 

Every precaution must of course be taken against a resur- 
gence of military power in Germany. The United States has 
made clear on many occasions its determination that Germany 
shall never again threaten to dominate Europe or endanger 
the peace of the world. The inclusion of Western Germany in 
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the European recovery program will not weaken this deter- 
mination. 

As an occupying power in Western Germany, the United 
States has a responsibility to provide minimum essentials 
necessary to prevent disease and unrest. Separate appropria- 
tions will be requested for this purpose for the period through 
June 30, 1949. 

Above this minimum level, amounts needed to assist in 
the rehabilitation of Western Germany are included in the 
over-all estimates for aid to European recovery. 

Another significant area of the world which has been con- 
sidered in developing the recovery program is Eastern Eu- 
rope. A number of the governments of Eastern Europe which 
were invited to participate in the work of the Paris Conference 
on Economic Co-operation chose not to do so. Their failure to 
join in the concerted effort for recovery makes this effort more 
difficult and will undoubtedly prolong their own economic 
difficulties. 

This should not, however, prevent the restoration of trade 
between Eastern and Western Europe to the mutual advan- 
tage of both areas. Both the report of the 16 nations and the 
program now submitted to the Congress are based on the 
belief that over the next few years the normal pattern of 
trade between Eastern and Western Europe will be gradually 
restored. As this restoration of trade is achieved, the abnormal 
demands on the Western Hemisphere, particularly for food 
and fuel, should diminish. 

The relationship between this program and the United 
Nations deserves special emphasis because of the central im- 
portance in our foreign policy of support of the United Na- 
tions. Our support of European recovery is in full accord with 
our support of the United Nations. The success of the United 
Nations depends upon the independent strength of its mem- 
bers and their determination and ability to adhere to the ideals 
and principles embodied in the Charter. The purposes of the 
European recovery program are in complete harmony with 
the purposes of the Charter—to insure a peaceful world 
through the joint efforts of free nations. Attempts by any 
nation to prevent or sabotage European recovery for selfish 
ends are clearly contrary to these purposes. 

It is not feasible to carry out the recovery program ex- 
clusively through the United Nations. Five of the participat- 
ing countries are not yet members of the United Nations. 
Furthermore, some European members are not participating 
in the program. 

We expect, however, that the greatest practicable use will 
be made of the facilities of the United Nations and its related 
agencies in the execution of the program. This view is shared 
by all the participating countries. 

Our intention to undertake a program of aid for European 
recovery does not signify any lessening of our interest in other 
areas of the world. Instead, it is the means by which we can 
make the quickest and most effective contribution to the 
general improvement of economic conditions throughout the 
world. The workshops of Europe, with their great reservoir 
of skilled workers, must produce the goods to support peo- 
ples of many other nations. 

I wish to make especially clear that our concentration on 
the task in Western Europe at this time will not lessen our 
long-established interest in economic co-operation with our 
neighbors in the Western Hemisphere. We are first of all a 
member of an American community of nations, in which co- 
operative action, similar to that which the European nations 
are now undertaking, is required to increase production, to 
promote financial stability, and to remove barriers to trade. 
Fortunately, we in the Americas are further advanced along 
this road, but we must not overlook any opportunity to make 
additional progress. The European recovery program will 
require procurement of supplies in many nations of this Hemi- 
sphere. This will act as a stimulant to production and business 
activity and promote the re-establishment of world trade upon 
which the prosperity of all of us depends. 


While our present efforts must be devoted primarily to 
Western Europe, as the most important area in the world at 
this time for the future of peace, we also have a special con- 
- cern for the war-torn areas of Asia. In Japan and Korea, the 
United States has supplied extensive aid to support life and 
commence reconstruction. Since the war’s end, we have pro- 
vided China with varied and important assistance which has 
aided that nation substantially. 

The United States should continue to do all it appropriately 
can to assist in the restoration of economic stability as a basis 
for recovery in the Far East. Extensive study has been given 
during the last few months to the means by which we might 
best aid in meeting the special needs for relief and rehabilita- 
tion in China. I expect to make recommendations on that sub- 
ject to the Congress during its next session. 

I have set forth several basic considerations which should 
govern our aid to the recovery of Europe. One further consid- 
eration which vitally affects all the others is the necessity for 
effective administrative arrangements adapted to the particu- 
lar requirements of the program. If the work to be done is not 
well organized and managed, the benefits of our aid could be 
largely dissipated. 

The administration of our aid will involve the performance 
of several major functions. The needs of the participating 
countries must be reviewed in close co-operation with them. 
Continued relationships must be maintained with the United 
Nations and with an organization of the participating nations. 
The requirements for each commodity or service under the 
program must be carefully evaluated in relation to United 
States supplies and domestic needs and to the resources of 
other nations which can help. Decisions must be reached as to 
the best means of supplying aid and the conditions of aid for 
each country. Assistance must be given to facilitate the pro- 
curement, transportation, and efficient use of goods. A con- 
stant review must be maintained over the use of our aid and 
the execution of agreements. The results of the program must 
be evaluated and reported to all concerned—the President, 
the Congress, and the people. 

While these activities are complex, they are not comparable 
in magnitude or in character to our wartime supply activities. 
Under this program, most of the operations can be carried out 
_ through private channels and existing Government agencies. 

Nevertheless, the scope and importance of the program 
warrant the creation of a new organization to provide central 
direction and leadership. I therefore recommend the estab- 
lishment of a new and separate agency, the Economic Co- 
operation Administration, for this purpose. It should be headed 
by an Administrator, appointed by the Président and directly 
responsible to him. The Administrator should be subject to 
confirmation by the Senate. 

The Economic Co-operation Administration wil! sponsor 
the European aid requirements as they are reviewed and 
adjusted, with other governmental agencies, to form a prac- 
tical program in the light of available supplies and capacities. 
The Economic Co-operation Administration will be responsi- 
ble for initiating the approved program project by project and 
nation by nation and for regulations as to supervision, co- 
operative assistance, and other policy matters which will guide 
the program at every point. In keeping with the importance 
and nature of its task, the new agency should have flexibility 
in the determination of operating methods, the use of funds, 
and the hiring of key personnel. 

The relationship of the Economic Co-operation Administra- 
tion to the existing governmental establishment is of crucial 
importance. In the determination of programs for the several 
countries, the assessment of individual projects, and many 
other matters involving our activities abroad, the Economic 
Co-operation Administration must work closely with the De- 
partment of State. Similarly, on many actions affecting our 
domestic economy the Administration must work with, rather 
than supplant, existing agencies. For example, the Depart- 
ment of Agriculture should be relied upon for any required 


Government action in the procurement and allocation of food, 
and the Department of Commerce for the allocation of certain 
other commodities in short supply, and for continued admin- 
istration of export controls. The facilities of these agencies will 
in some cases need to be strengthened, but no major changes 
in governmental organization to perform important domestic 
functions will be required. 

Under these circumstances, I expect that the Economic 
Co-operation Administration will need only a small staff. No 
vast new agency or corporation is needed to perform functions 
for which Government facilities now exist. 

It is essential to realize that this program is much more 
than a commercial operation. It represents a major segment of 
our foreign policy. Day in and day out its operations will af- 
fect and be affected by foreign policy judgments. We shall be 
dealing with a number of countries in which there are com- 
plex and widely varying economic and political situations. 
This program will affect our relationships with them in matters 
far beyond the outline of the program itself. Its administration 
must therefore be fully responsive to our foreign policy. The 
Administrator must be subject to the direction of the Secretary 
of State on decisions and actions affecting our foreign policy. 

The United States activities in Europe under the program 
will constitute essentially an extension of our present relation- 
ships with the participating countries. In order to maintain 
unity of United States representation abroad, our ambassador 
in each country must retain responsibility for all matters re- 
quiring contacts with the government to which he is accred- 
ited, including operations under this program. Some additional 
personnel, technically qualified to perform specialized func- 
tions arising out of the program, should be placed in the 
embassies to represent and carry out the responsibilities of 
the Economic Co-operation Administration abroad. 

In addition, I recommend that provision be made for a 
special United States Representative for the European Recov- 
ery Program. He would represent the United States at any 
continuing organization of the participating countries, and 
he would exercise general co-ordination of our operations in 
Europe under the program. He should be appointed by the 
President, subject to confirmation by the Senate, and have 
ambassadorial rank. Because of the joint interest of the Secre- 
tary of State and the Administrator in his activities, the spe- 
cial Representative must serve both as the President may 
direct. The activities of this Representative in promoting 
mutual self-help among the European nations will be of the 
utmost importance in achieving the success of the European 
Recovery Program. 

The administrative arrangements I have described are in 
keeping with the character of the job to be done and will 
provide the most efficient and economical means for its per- 
formance. ; 

In proposing that the Congress enact a program of aid to 
Europe, I am proposing that this nation contribute to world 
peace and to its own security by assisting in the recovery of 
16 countries which, like the United States, are devoted to the 
preservation of free institutions and enduring peace among 
nations. 

It is my belief that United States support of the European 
Recovery Program will enable the free nations of Europe to 
devote their great energies to the reconstruction of their 
economies. On this depend the restoration of a decent stand- 
ard of living for their peoples, the development of a sound 
world economy, and continued support for the ideals of indi- 
vidual liberty and justice. 

In providing aid to Europe, we must share more than goods 
and funds. We must give our moral support to those nations in 
their struggle to rekindle the fires of hope and strengthen the 
will of their peoples to overcome their adversities. We must 
develop a feeling of teamwork in our common cause of com- 
bating the suspicions, prejudices, and fabrications which 
undermine co-operative effort, both at home and abroad. 

This joint undertaking of the United States and a group of 
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European nations, in devotion to the principles of the Charter 
of the United Nations, is proof that free men can effectively 
join together to defend their free institutions against totali- 
tarian pressures, and to promote better standards of life for 
all their peoples. 

I have been heartened by the widespread support which 
the citizens of the United States have given to the concept 
underlying the proposed aid to European recovery. Workers, 
farmers, businessmen and other major groups have all given 
evidence of their confidence in its noble purpose and have 
shown their willingness to give it full support. 

I know that the members of the Congress have already 


given much thoughtful consideration to the grave issues now 
before us. I know that the Congress will, as it should, consider 
with great care the legislation necessary to put the program 
into effect. This consideration should proceed as rapidly as 
possible in order that the program may become effective by 
April 1, 1948. It is for this reason that I am presenting my 
recommendations to the Congress now, rather than awaiting 
its reconvening in January. 

I recommend this program of United States support for 
European recovery to the Congress in full confidence of its 
wisdom and necessity as a major step in our nation’s quest for 
a just and lasting peace. 





MARSHALL'S CRITICISM OF SOVIET POLICY 





Secretary of State’s report on breakdown of Big Four Conference 


(Text of U.S. Secretary of State George C. Marshall’s 
address on meeting of Council of Foreign Ministers in 
London, broadcast from Washington, Dec. 19, 1947.) 


fe RESULT of the recent meeting of the Council of Foreign 
Ministers in London was disappointing. I realized that the 
many lengthy statements and the frequent and fundamental 
disagreements were very confusing to the general public. 

Also, the continuous accusations against the good faith, the 
integrity and the purposes of the governments of the Western 
powers, particularly the United States, necessarily added 

eatly to the confusion. This was, as a matter of fact, one of 
the purposes of these attacks. 

I anticipated great difficulty in reaching a comprehensive 
agreement, but I did have a hope that we might take three or 
four fundamental decisions which would permit immediate 
action by the four powers to alleviate the situation in Germany 
this winter and greatly improve the prospects for all of Eu- 
rope. That we failed to reach any such agreements is the 
greatest disappointment. 

The United States delegation went to London with an open 
mind, as I had stated we would in Chicago, but we went with 
a strong determination to bring to an end the division of Ger- 
many which has existed since the German capitulation. We 
were also determined that any agreement reached at London 
should be a genuine workable agreement, and not one which 
would involve obstruction and frustration in the 
Allied Control Council when it came to be put into effect in 
Germany. 

I shall review only briefly the interminable discussions dur- 
ing the weeks of debate at London. To us it was but a dreary 
repetition of what had been said and resaid at the Moscow 
Conference. I shall endeavor, however, to point out the main 
issues on which the Conference deadlocked and give you my 
estimate of the underlying reasons. 

The basic issue, as we saw it before the opening of the Lon- 
don Conference, was whether or not the Allies could agree 
among themselves to reunite Germany. 

The issue in regard to the Austrian treaty was even simpler 
and had already emerged clearly at the Moscow Conference. 

Because the two main issues which I have outlined would 
be the controlling factors in our discussions, three of the dele- 
gations had agreed that the Austrian treaty should be con- 
sidered first and the economic principles to govern the treat- 
ment of Germany as an economic whole should come second. 
We felt that this order was logical and necessary if we were 
to debate with any prospect of success the remaining items on 
our agenda. The Soviet delegation held a different view and 
insisted that questions on the preparation of a German peace 
treaty should be given precedence over the questions regard- 
ing immediate economic unity for Germany. 

In order to get the Conference started, it was finally agreed 
to accept the Soviet request that the preparation of a German 
_ peace treaty should be Item 2 on the agenda. As a result, with 
the exception of one day of discussion of Austria and the 
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Austrian treaty, it was not until after 10 days of meetings that 
the Conference really reached the heart of the German ques- 
tion. These first 10 meetings were devoted to futile and some- 
what unreal discussion of the mechanisms for the preparation 
of an eventual German peace treaty before the question of 
whether or not there was to be a united Germany had even 
been considered. 

There was one question, however, of real substance during 
this phase of the discussion which had a direct application 
not only to a German peace treaty but also to the immediate 
situation in Germany. This was the question of the present 
and future frontiers of the German state. No serious consider- 
ation of a peace treaty could be undertaken without first con- 
sidering what was to be the area of the future German state. 
Three delegations had already expressed their agreement that 
the area of the Saar should be separated from Germany and 
integrated into French economy. Mr. Molotov refused to com- 
mit his Government on this point. 

On this vital matter of frontiers, three delegations agreed to 
the establishment of a frontier commission or commissions 
to make an expert study of any proposed changes from the 
prewar frontiers. Mr. Molotov refused to agree. It was impos- . 
sible for me to reconcile his urgent insistence upon the neces- 
sity of expediting the preparation for a German peace treaty 
with his categoric refusal to agree to the appointment of 
boundary commissions which three delegations considered to 
be an absolutely essential first step in any serious preparation 
for a future Germaa peace settlement. 

Many other questions concerning the actual preparation of 
any peace treaty were discussed without agreement. 

It was during this stage of the debate that Mr. Molotov in- 
sisted that the four powers should agree upon the immediate 
establishment of a German central government. Although the 
United States had been, I believe, the first of the four occupy- 
ing countries to suggest at Moscow the desirability for the 
earliest possible establishment of a German provisional central 
government, it was obvious that, until the division of Germany 
had been healed and conditions created for German political 
and economic unity, any central government would be a sham 
and not a reality. This view was shared by the other Western 
delegations but to Mr. Molotov was completely unacceptable. 
This was the first clear evidence of his purpose to utilize the 
meeting as an opportunity for propaganda declarations which 
would be pleasant to German ears. 

After several days of consideration by the deputies, the 
Austrian treaty was again brought to the Conference table on 
December 4. The sole issue discussed was the determination 
of what were the true German assets in Eastern Austria to 
which the Soviet Union was fully entitled by the Potsdam 
Agreement. This had been the stumbling block in reachin 
final agreement on the treaty draft, and it was an issue which 
would determine whether or not Austria would be under such 
complete economic domination by the Soviet Union that it 
would be virtually a vassal state. 

The French had endeavored to break the impasse by sub- 














mitting a compromise proposal, but this was categorically 
sellasod by the Soviet delegate. In the last hour of the final 
‘session of the Conference, Mr. Molotov. indicated an apparent 
willingness to accept a percentage reduction in the Soviet 
claims, without specifying the actual amount involved in his 
proposal. The matter was immediately referred to the depu- 
ties, and I was informed just prior to my departure from Eng- 
land that the Soviet Government would submit later a detailed 
proposition. 

It was not until the tenth meeting that the Conference 
finally came to the heart of the rae: «gr a consideration 
of the harsh realities of the existing situation in Germany. 

Several more days were to elapse, however, before the 
Council really came to grips with these realities. Discussions of 
procedure—of what document to discuss—again intervened to 
delay our work. However, on Monday, December 8, the pro- 
cedural issues were resolved and the Council began the con- 
sideration of the fundamental issues which eventually led to 
the adjournment of the session without agreement. 

I shall endeavor to indicate briefly what those issues were 
without reciting the involved and prolonged discussions over 
individual items. 

The general issue was simple. It was whether or not Ger- 
many was to continue divided or whether the Allies could 
agree to re-create a unified Germany. Unless this could be 
achieved, all other questions relating to Germany would re- 
main academic. 

What then were the particular obstacles to the achievement 
of German economic and political unity? 

The United States delegation considered that there were 
certain fundamental decisions which the four occupying pow- 
ers should take if German unity was to be achieved. These 
were: 

1. The elimination of the artificial zonal barriers to 
permit free movement of persons, ideas, and goods 
throughout the whole territory of Germany. 

2. The relinquishment by the occupying powers of 
ownership of properties in Germany seized under the 
guise of reparations without four-power agreement. 

3. A currency reform involving the introduction of new 
and sound currency for all Germany. 

4. A definite determination of the economic burdens 
which Germany would be called upon to bear in the 
future; that is, the costs of occupation, repayment of sums 
advanced by the occupying powers and reparations. 

5. An over-all export-import plan for all of Germany. 
When these basic measures had been put into effect by the 

occupying powers, then the establishment under proper safe- 
guards of a provisional government for all Germany should be 
undertaken. . 

Reparations soon emerged as a key issue. For the benefit of 
those not fully familiar with past negotiations on this subject, 
I wish to explain that a definite agreement had been concluded 
two years ago at Potsdam that reparation payments would be 
made by the transfer of surplus capital assets, that is, factories, 
machinery and assets abroad, and not by payments from time 
to time out of the daily output of German production. 

One reason for this decision was to avoid an issue that 
would continue through the years between Germany and the 
Allies and between the Allies themselves concerning her 
ability to pay and the actual value of payments which had 
been made in goods. Also, it was clearly evident that for many 

ears Germany would be involved in a ng ay struggle to 
build up sufficient foreign trade to pay for the food and other 
items on which she will be rwheak A from outside sources. 
The best example of this phase of the situation that I can give 
is the present necessity for Great Britain and the United States 
to pay out some $700 million a year to provide the food and 
other items to prevent starvation and rather complete disinte- 
gration of that portion of Germany occupied by our forces. 

In other words, reparations from current production—that 
is, exports of day-to-day German production with no return— 
could be made only if the countries at present supplying Ger- 
many—notably the United States—foot the bill. We put in and 
the Russians take out. This economic truth, however, is only 
one aspect of Soviet reparation claims. 

In the Eastern zone of Germany, the Soviet Union has been 
taking reparations from current production and has also, under 
the guise of reparations, seized vast holdings and formed 
them into a gigantic trust embracing a substantial part of the 


industry of that zone. This has resulted in .a type of monopo- 
listic strangle hold over the economic and political life of 
Eastern Germany which makes that region little more than a 
dependent province of the Soviet Union. A very strong 
reason, in my opinion, for our failure to agree at London, 
was the Soviet determination not to relax in any way its 
hold on Eastern Germany. Acceptance of their claims for 
reparations from current production from the Western zones 
would extend that strangle hold over the future economic 
life of all Germany. 

The Soviet position was nowhere more clearly indicated 
than by Mr. Molotov’s categoric refusal to furnish the Council 
of Foreign Ministers with information concerning the repara- 
tions already taken from the Eastern zone or indeed any in- 
formation at all concerning the situation there, until full agree- 
ments had been reached. In effect we were to tell them what 
has occurred in the Western zones, which we had already 
done, and they tell us nothing. That refusal to provide infor- 
mation absolutely essential for decisions as to the organization 
of German unity would by itself have made any agreement 
impossible. 

A remarkable illustration of the Soviet position in this mat- 
ter was their carping criticism of the economic procedure in 
our zones which we freely publish for the world to read, while 
virtually in the same breath blandly refusing to provide any 
data at all concerning their zone. 

It finally became clear that we could make no progress at 
this time—that there was no apparent will to reach a settle- 
ment, but only an interest in alien more and more speeches 
intended for another audience. So I suggested that we adjourn. 
No real ground was lost or gained at the meeting, except that 
the outlines of the problems and the obstacles are much 
clearer. We cannot look forward to a unified Germany at this 
time. We must do the best we can in the area where our in- 
fluence can be felt. 

All must recognize that the difficulties to be overcome are 
immense. The problems concerned with the treaty settlements 
for Italy and the satellite countries were simple by comparison 
since none of those countries were divided into zones of occu- 
pation and all of them had an existing form of government. 
Germany by contrast is subdivided into four pieces—four 
zones. No trace of national government remains. 

There is another, and I think even more fundamental, rea- 
son for the frustration we have encountered in our endeavor 
to reach a realistic agreement for a peace settlement. In the 
war struggle, Europe was in a large measure shattered. As a 
result, a political vacuum was created and until this vacuum 
has been filled by the restoration of a healthy European com- 
munity, it does not appear possible that paper agreements can 
assure a lasting peace. Agreements between savereign states 
are generally the reflection and not the cause of genuine set- 
tlements. | 

It is for this very reason, I think, that we encountered such 
complete opposition to almost every proposal the Western 
powers agreed upon. The Soviet Union has recognized the 
situation in its frank declaration of hostility and opposition to 
the European recovery program. The success of such. a pro- 
gram would necessarily mean the establishment of a balance 
in which the 16 Western nations, who have bound their hopes 
and efforts together, would be rehabilitated, strong in forms 
of government which guarantee true freedom, opportunity to 
the individual and protection against the terror of govern- 
mental tyranny. 

The issue is really clear cut and I fear there can be no 
settlement until the coming months demonstrate whether or 
not the civilization of Western Europe will prove vigorous 
enough to rise above the destructive effects of the war and 
restore a healthy society. Officials of the Soviet Union and 
leaders of the Communist parties openly predict that this res- 
toration will not take place. We, on the other hand, are con- 
fident in the rehabilitation of Western European civilization 
with its freedoms. 

Now, until the result of this struggle becomes clearly ap- 
parent, there will continue to be a very real difficulty to 
resolve, even on paper, agreed terms for a treaty of peace. 
The situation must be stabilized. Western nations at the very 
least must be firmly established on a basis of government and 
freedoms that will preserve all that has been gained in the 
past centuries by these nations and all that their co-operation 
promises for the future. 
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De Gaulle Prepared 
If Reds Use Violence 





Fears in France that the Com- 
munists may turn to violence to upset 
the Marshall Plan have led Gen. 
Charles de Gaulle to rally his own re- 
sistance groups, disbanded after the 
war. In the event of a Communist up- 
rising, he will order his followers to 
volunteer immediately for duty with 
the police and the French Army. 
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Creation of a unified Western Ger- 
many will be a slower process than 
popularly expected. France is not 
ready to rush in and link the French 
zone with those of Britain and 
America without bargaining. The U. S. 
is eager for consolidation, but won't 
pay France too high a price to get it. 
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The Russian Government decided to 
wipe out savings with reluctance after 
officials had become convinced that 
their propaganda program. calling for 
more work, more savings and less trad- 
ing in the black market. was not doing 
the job against inflation. One reason 
Russia could remove food rationing at 
this time. incidentally, is that  live- 
stock herds are far below normal and 
less grain is being used for feed. 
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The Italians got a look at American 
air power during the withdrawal of 
U.S. occupation troops. The aircraft 
carrier Midway was in the Mediter- 
ranean at the time and 120 Navy 
planes made flights over the country 
each day. Thev flew above Turin, Mi- 
lan, Venice and Bologna. 
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Apparently the Russian press had 
advice to play down the occasion of 
Joseph Stalin’s 68th birthday. The 
event attracted almost no official no- 
tice in Moscow. It was mentioned only 
in one daily newspaper, Pravda. 
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Why Soviet Union 
Could End Rationing 


The United States has decided to 
move slowly with peace plans for 
Japan. Back of the decision is the idea 
that America can do almost anything 
it wants in Tokyo now, whereas open- 
ing of peace negotiations would in- 
volve difficulties with Cl.na and Rus- 
sia that the Japanese might try to turn 
to their own advantage. 
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The arrest of former Premier Qavam 
of Iran was engineered by right-wing 
politicians whom he had jailed during 
the period when Iran was on the clos- 
est terms with Russia. Actually, the ar- 


rest is viewed as only a phase-of-ine~ 


ternal politics and is not expected to 
shift Iran’s international policies. 


oo 98 


Gen. Charles de Gaulle will try 
something new in the next French 
elections. He will endorse candidates 
from parties other than his own. Then 
they can put “R. P. F.,” the initials of 
De Gaulle’s party, on the ballots op- 
posite their names while appearing as 
regular candidates of their old party 
organizations. 


The British are becoming concerned 
over attempts to jump their claims in 
Antarctica. Two of the bigger coun- 
tries of South America are moving in 
close to territories occupied by British 
expeditions. Weather surveys are the 
public reason for new explorations. 
But a search for deposits of uranium— 
thus far unsuccessful—also is involved. 
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An American university will be 
opened in Berlin, under auspices of 
the U.S. Military Government, to 


Crackdown by U.S. 
On Italy's Use of Coal 


compete with the Russian-dominated 
University of Berlin. Non-Communist 
students have been complaining that 
they find it difficult to get admission 
to the latter institution. 


o 90 °O 


There is some evidence that Com- 
munist agents supplied the arms for 
tribesmen of the Northwest Frontier 
Province who recently invaded Kash- 
mir in India. Trouble in Kashmir can 
disrupt indefinitely the settlement of 
the political difficulties between India 
and Pakistan. 


American officials have cracked 
down on what they regard as the mis- 
use of American coal in Italy: Other 


‘countries regard the action as an ex- 


ample of how U.S. officials will keep 
an eye on what they do with Marshall 
Plan aid. In Italy the rayon industry 
was getting an abnormal share of the 
coal allotted in textile production. 
American experts ordered the allot- 
ment cut in favor of cotton and wool 
spinners on the theory they would pro- 
duce more cloth per ton of coal. 


Economic experts who have been 
traveling in South America say the 
Latin-American republics are strong 
enough to make substantial contribu- 
tions to the European Recovery Pro- 
gram. There is a question as to how 
far they will go, however, if they feel 
that United States goods are being di- 
verted from them for shipment to the 
countries of Europe. 
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Yugoslavia is establishing socialized 
farms on the land taken over from ex- 
pelled Germans. Neighboring peas- 
ants, however, are refusing to join be- 
cause they don’t want to lose title to 
their small pieces of land. 
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Painting by Franklin Boggs—‘‘Cargo by Air’’ 


America the Provider— Azrcraft 


ITHIN our lifetime, the heavier-than-air flying machine 
has reduced travel times from months to hours, eliminated 
frontiers and revolutionized warfare. 

The road the industry has traveled in the past thirty-five 
years is well illustrated by a comparison between the ‘‘stick and 
wire’ plane sold by the Wright brothers to the United States 
Army in 1909 and today’s giant B-29. Yet even the B-29 is 
now obsolete. 

The American aircraft industry is easily the largest in the 
world. Since the war it has experienced a drastic contraction; 
nevertheless, the value of the 36,200 planes made last year, 
and parts, was approximately $500,000,000. 

During the first postwar year the American aircraft industry 
exported about $115,000,000 worth of planes, engines and acces- 
sories. The largest customers were Western Europe, Mexico, 
South America, China, and Australia. 

Both the buyers and sellers of aircraft and of every imaginable 
product use National City’s world-wide banking system. Consult 
our Officers at Head Office or Branches about your export or 
import financial problems. 
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